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development , The theory and practice of socialist construction have 
evolved the basic principles of the state planning of capital works 
in the national economy as a whole, as well as in its various 


bran clies * 


This work is devoted to a brief outline of the methods of 
planning capital works in the national economy of the U&Sh as a 


whole . 


CHAPTER I. THE MEANING OF THE CAPITAL V/GhK^ 

ALL ITS PLACE IK THE STATE PLAN 
FOR RATIONAL ECONOMIC DEVELOPMENT 

Planning capital works (or capital investment 3 ) ueanG 
plan nine the expanded socialist reproduction of tin. basic capital 
funos of xhe national economy • 

The place and significance of the capital works plan are 
determined by tlie exclusive role of the growth and perfection oi 
the basic funds, particularly the oasic industrial ^ands, iii tne 
systematic and proportional development of the entire national 
economy. 

3asic production funds represent implements of laoor as 
distinguished from objects of labor. Basic production funds are 
the products of labor used for production purposes but, unlike 
working capital or objects of labor (which are entirely consumed 
in production), wear out gradually ar.3 therefore continue to par- 
ticipate in the production process while retaining their natural 
form. The coot of the basic funds is adued to the cost of produc- 
tion gradually, in proportion to their depreciation. The basic 
production funds consist first of machines as well as industrial 
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buildings an installations, instruments and stocks (except ine::- 


xiTifcjuUigi; j.n -3 oaiiaiiions . and working 


as,, productive livestock- 


Nonproductive oasic funds also consist of durable stocks 
out these are of a nonproductive nature and are vt_ed for consuap- 
kouse«, buildings, anu installations suc.i as schools, hos- 


pitals, thcatc 


cc as well as cneir equipment , 


u-i*v. jiypci ^ t;iao one sun totuj. of all the 

o*octc.v.tu. O- u.ajOi uoa cocieuy, consists ox* basic produc — 

txoii arid nonproductive funds, working production Tunas (raw ma- 
-cxials; materials; and Tael), stocks oT consumer goods and the 
household property of the population. She oasic Turds constitute 
the uajor and largest part oi the combined total oT material wealth. 

The signiiicance oi oa3ic capital, part ic ularly basic pro- 
- action fand.„. goes Tar oeyonb their re i .'•• ti ^iiars oT tbs natiorai 


property. The producer goods as a whole — noth the implements and 
ooject3 of laser represent the necessary material prerequisite 


for productive activity 


significance ox the implements of 


labor and objects of labor, however; is not the same . "Everyone 
knows, ’ J. V. Stalin wrote; "that raw material carmot by itself 
produce the implements of production, although certain types of 
raw material are required for producing 3uch implements, while no 
raw material car. oe produced without the implement s of production" 
(J. V. Stalin, jBconceiich esklye problemy sotsialisma USSR /Zconcalc 
Problems of Socialism in the USSgf, 1953, Gospolitizdat, page 54 ). 

One of the peculiarities of production is that its changes 
and developoent are always determined by the changes and develop- 
meat of the implements of production. The planning of the 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 




Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 


development of productive forces therefore means, first, the plan- 
ning, of the expansion and perfection of the basic production funds 
and their core, the production implements • 

The material bane for the expansion of the reproduction of 
basic capital (metals, machinery and production equipment, timber 
an mineral construction materials), as veil as the power base lor 
the operation of the basic funds (fuel, electric power) comprise 
the heavy industry branches. Precisely for this reason heavy in- 
dustry plays a leading part in the national economy. The prefer- 
ential development of heavy industry secures the expanded reproduc- 
tion of the basic capital and its fue 1 -an u -power oase in every 
branch of the national economy on the basis of advanced technology • 

The most important pari of the basic capital, machines and 
production equipment, is produced uy heavy industry «.s a finished 
product. But in most cases their exploitation is impossible with- 
out the use of buildings, installations, roods, etc. Not only the 
machines that have to be assemble- but even such products of the 
machine-building industry as automobiles, locomotives, and rail- 
way cars require the use of roads, garages, depots, etc, for their 
exploitation. Heavy industry produces building materials, parts, 
and finished components for the construction of buildings and in- 
stallations . But actual construction and assembly work is carried 
out by a special branch of the national economy, the construction 
industry. In the great majority of cases the material base of the 
basic capital, which is a product of several heavy industry branches 
cannot be turned into operative basic capital without construction 
and assembly work. 

- h - 
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Participating also in the expanded reproduction of oasic 


capix&l is a&ricuii. 
tioii ) > as well as 1 


(pe'-’er.r.iai plantations- livestock reproduc- 
exportation and communication to the extent to 


which they contribute to the reproduction of basic capital. 

The expanded reproduction of basic capital Keans that the 
new and redesigned basic stocks not only replace those no longer 
usable but also increase the ‘.Ot~l ntity of such stocks. The 


0US£ tiicr uOZ 


expanded reproduction of oasic capital also presupposes major re- 
oair work to c«Jpenaate for the partial d ©preclusion of «**. -a-i- 
capita.l under exploitation. Heavy industry nerves as the material 
base for ouch repair work, but the work itself is carried out partly 
by the construction industry nr.d partly by the respective enter- 
pr i s e c *t 1 ic-'j-i 3 e i v e ci . 

Several industries are thus the immediate participants in 
the expanded reproduction of oasic capitals fir^t, heavy industry 
which produces the most important part of that capital: machines, 
equipment., mechanisms, and even construction materials; next conies 
the construction industry which implements the expanded reprouc- 
tion of buildings and Installations and the assembly of equipment; 
agriculture’s part in it is the planting of perennial plantations 
and the increase in livestock herds; transportation and communica- 
tion contribute to the reproduction of basic capital. 

The capital repairs aspect of the reproduction of basic 
capital is carried out by all the enterprises of the national 


economy. 


Expressed in monetary terns, the entire work volume in the 
national economy designed to expand the reproduction of basic capital 
consists of capital works (or capital investments) and capital repairs 
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Capital repairs used to be part of tlie capital repairs plan. 

It was later found necessary, liowever, to separate the capital re- 
pairs plan from the general plan for the expansion of basic capital, 
and that practice was introduced in 1938 . Ehe main reason for that 
was that the capital repairs of basic production stocks usually in- 
terrupt their operation for a certain time and therefore also a cor- 
responding reduction in the enterprise's production possibilities. 
This induced certain industrial managers to improve their production 
indexes by overloading the working equipment and unseasonable re- 
pair work. To enhance the responsibility of the iaanageraent for 
timely and high-quality capital repairs, it was found necessary to 
allocate special funds for that purpose. Besides, the earmarking 
of special capital repair funds i3 also necessary to keep tne new 
construction ana repair work from interfering with the eff iciest 
operation of the basic capital under exploitation. 

Under the system in use since 1938, a certain part of the 
amortization fund, kept on a special account in the State Bank, is 
used for capital repairs on the oaslc stocks of all self-supporting 
enterprises and organizations. The enterprise is not allowed to 
spend that part of the amortization fund on anything except capi- 
tal repairs of it-s baBic stocks • 

The significance of the proper utilization of capital repair 
funds has now been enhanced because since 19^* the indexes of the 
state plan for the development of the national economy no longer 
reflect the specific tasks of the ministries In regard to the 
volume of capital repairs of their basic stocks as well as the 
capital repairs of very important objects. ®hus the planning of 
the capital repairs of the basic stocks is now up to the ministries 

- 6 - 
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themselves. State control over the timely implementation of capi- 
tal repairs is, of coux’se, still in force. This control is exer- 
cised by checking the accumulation, and particularly the timely 
and proper utilization, of the special funds for capital repair 
purposes . 

The deductions from the amortization funds for capital re- 
pair purposes are not the same in all tranches of tlie national 
economy. The differential deduction noims credited to the special 
account in the State Bc*nk represent certain percentages of the 
amortization funds. r I"he average deductions for capital repairs 
amount to about i/2 the amortization fund. In certain cases the 
obsolescence of the basic capital and corresponding changes made 
in the deductions of capital repairs must be considered. 

The rest of the amortization fund is credited to the general 
income of the economic organizations and serves as a source for 
capital construction. Strictly speaking, the pert of the capital 
construction of new and redesigns: objects financed Dy amortiza- 
tion funds cannot be considered an accretion of basic capital. At 
present, however, the actual amount of basic capital made unusaole 
every year in the USSR’s national economy is smaller than the amor- 
tization fund minus its portion designed for capital repairs. In 
viev of this, a certain part of the amortization funds actually 
serves as a source for the expanded reproduction of basic capital 
under the existing deduction norms. This is explained by the rela- 
tively large share of new basic capital and the rapid process of 
renewing the basic capital in the USSR. 

Due to the wide scope of capital construction, the capital 
investments in the USSR are several times higher than the costs of 
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capital repairs^ the capital investments now exceed the costs of 
capital repairs by approximately 7 -8 times . 

Thus: 

1. The volume of capital works (capital investments) is 
the total monetary expression of the volume of the basic capital 
reproduced during a given period that does not take into account 
the reimbursement for partial depreciation (capital repairs). 

2 . The accumulated part of the national income and a cer- 
tain part of the amortisation funds for basic capital serve as a 
source for capital works . 

The capital works plan is an integral part of the national 
economic plan. It is subordinated to the same general objective 
as is the entire national economic plan. That objective is de- 
fined by the fundamental economic law of socialism: the maximum 
satisfaction of the constantly growing material and cultural needs 
of the whole society through the continuous expansion ano perfec- 
tion of socialist production on the basis of the latest technology. 

As regards the capital works plan, this general task becomes 
concrete in the specific tasks which reflect the peculiar charac- 
teristics of that particular part of the national economic plan and 
characterize KP J^Kanmun i st 1 cheakaya Partiya^ policy on capital in- 
vestments. 

First of all, the capital works plan must insure the contin- 
uous increase in the basic production stocks at a high teaqpo. This 
is a necessary precondition for meeting the requirements of the 
fundamental economic law of socialism which calls for the continuous 
expansion of every branch of socialist production. Contingent upon 
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It is the solution of the basic economic problem of the USSR posed 
by the CP — to outstrip the major capitalist countries in the per 
capita production of the most important types of industrial commodi- 
ties . 

The rapid increase in the basic capital stocks calls for a 
correspondingly large share of the surplus accumulation in the na- 
tional economy since the accumulation of basic stocks plays a major 
part in the total surplus accumulation of national wealth. The 
large relative weight of surplus accumulation, in turn, depends on 
the commodity structure of material production and on the relative 
share of the production of producer goods in the national product. 
With the exception of a relatively small accretion of consumer goods 
stocks, the major part of the accumulated surpluses consists of in- 
creased basic capital and raw material and fuel stocks. The in- 
crease in unproductive basic capital is also made possible by the 
production of the first subdivision. For this reason, the prefer- 
ential development of the production of producer goods, particularly 
of heavy industry, is the basis for the successful solution of the 
problem of increasing the expansion rate of basic capital under the 
capital works plen. 

The solution of the first problem of the capital works plan 
depends largely on the correct distribution of a given volume of 
capital Investments between construction projects and individual 
construction jobs. In regard to the utilization of capital invest- 
ments, the CP'c policy is to concentrate primarily on the most im- 
portant productive construction projects and objectives. The party 
demands that a determined struggle be waged against the dissipation 
of funds on Dimerous objectives • The concentration of investments 
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in productive and other important construction projects ana objec- 
tives is the most important method of introducing new production 
capacity and basic capital which means Increasing the expanded re- 
production of basic capital. 

r fhe second problem in the planning of capital works is to 
insure the continuous perfection of the basic capital stocks in so 
cialist production. 

The solution of this problem in capital construction is an 
keeping with the requirements of the fundamental economic law of 
socialise - the continuous perfection of production on the basis 
of advanced technology. The perfection of production results in a 
higher productivity of social labor - a decisive condition for the 
victory of the new, socialist system. The perfection of the pro- 
ductive forces involves all the methods used to economize added 
ana embodied labor in the production of material wealth. In a so- 
cialist society this is made possible by constant technical prog- 
retfc . 

Technical progress in the national economy is attained by 
continuous renovation of basic production capital and improvement 
in production technology. The material basis for this is the im- 
provement of the caamodity output of such branches of the heavy 
industry an metallurgy, machine building, construction materials 
industry, and the chemical Industry, as well as the corresponding 
development of the fuel and power industries. 

Thus the first and the second problems of planning capital 
works ere realised by coordinating the plan of capital works with 
the plan for the development of heavy industry. Under this 

- 10 - 
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arrangement, the capital works plan — the plan for the expansion 
and perfection of basic capital — makee certain claims an the plan 
for the development of heavy industry. The necessity for increas- 
ing the volume of, and improving the basic capital calls for appro- 
priate changes in the output of the heavy industry. 

Thus, for example, the plan for the construction of hydro- 
electric power plants calls for a specified number and quality of 
hydroturbines , hydrogenerators , automation facilities, etc, required 
for the mentioned power plants. The production of electrical equip- 
ment for the hydroelectric plants, in turn, calls for a special as- 
sortment of ferrous and nonferrous rolled metal and other heavy in- 
dustry products. Of course the tecimical characteristics of these 
constructions are first determined by possibilities in heavy indus- 
try. But in such interdependence, the maximum expansion anc per- 
fection of the basic capital constitutes a task that can be solved 
by expanding and perfecting heavy industry. 

Moreover it is precisely the new problems of expanding and 
perfecting the basic stocks of the national econany, “ expressed 
in the capital works plan, that determine heavy industry's decision 
on certain problem's of technical progress. Thus, for example, 
the long distance transmission of high-voltage current became the 
first item on the heavy industry's agenda precisely because of the 
construct ion of huge hydroelectric power plants. The problem of 
developing various new typee of agricultural machines van brought 
to the foreground in connection with the complex mechanisation of 
agricultural work and the appropriate plan for the development and 
perfection of the basic capital in agricultural production, etc. 
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Outlining a plan for the expanded reproduction of basic 
capital, the CP and the government are implementing a policy of 
promoting technical progress in every way. Every new plant, 
factory, power plant, mine, railroad, machine-tractor station as 
well as every expansion and reconstruction of the operating basic 
capital must be based on the highest achievements of Soviet and 
foreign technology. 

The failure of several na chine -building and other branches 
of the heavy industry to keep in step with technical progress tends 
to slovr the expansion and perfection of basic capital as well as 
the development of the entire national economy. 

In its decision 11 On the Problems Relating to the Further 
Development of Industry and Technical Progress and the Improvement 
of Production Organization, " the J uly plenum of the TsK /Tsentral'nyy 
kcmitet — Central Committee/" of the KPSS ^pxamunisticheskaya Partiya 
Sovetskogo Soyuza — Cctumunist Party USSR/* adopted a militant pro- 
gram for the further perfection of the socialist industry . "The 
most important task of the KP } Soviet, and economic organizations 
in industry, " says the decision of the plenum, "is to improve in 
every way the technical level of production and Insure the Imple- 
mentation of the national economic plan at the same time . " The 
rate of technical progress in all branches of industry must be 
sharply increased* ^his is attainable on the basis of the elec- 
trification, complex mechanization , and automation of production 
processes, the introduction of new and highly efficient mach i n es 
and apparatuses, the constant improvement of production technology 
sad the use of atomic energy for peaceful purposes* 

- 12 - 
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op «» pr08 ' 

~~ww *o . — - - «—“**- C “ 5 *7’ 

. -fte^ the most advanced models, 

tin, projects should be patterned aft®, tne 

* + „ nrod heavy industry into continuous tech- 

TUey are called upon to prod neavy iw 

nical movement, into taking economical and process ive measure s . 

* reality, however, the Pining of such projects not only «»■ 

to cope with these tasks, but also 3ags behind the achieve^nts 

already made in developing heavy industry. 

. p xeK KrSS made it ooligatory • • • t 
The July plenum of the ask wr 

provide for the hipest possible in^es, as compared with those of 

tM 11 “ 

• „ +he expansion of existing ones . 

new enterprises anc the e. P“ 

. +Vl _ -lanninK of capital works is to co- 
The third problem in the planning u 

ordinate the develop tempos of P«ductive basic capital*, the^ 

wri ous fields of material production in such a way as to e 

conform to the lav of the systematic proportional develop of 

«. national economy. ** constant ^personality — « the vari- 

s ., = ini-jstriee and the smooth develop of the numerous branches 

of the national economy calls for a definite structure of the new 

basic capital. It is impossible to commission a new powr plant, 

f or example, without also commissioning the enterprises or any 

_ . ___ .—nected to he the major consumers 
other organisations which are expectea 

of the power produced by that plant. 

The necessary large-scale long-range changes in the indus- 
trial structure of socialist production are achieved main* * ~ 
tablishing a proper correlation between the rates of increase in 

«. ,^tlv. «-c ““ “■ 
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through a definite apportionment of capital construction among the 
industries . 

Thus, for example, the most important aspect of technical 
progress, the electrification or the national economy, provides that 
the capacity of the power plants exceed the development of the en- 
tire national economy. Only thus is it possible to create the ne- 
cessary prerequisites for the continued extension of electric power 
to every production process, and to improve such production processes 
on the basis of electric poorer* 

Thanks to the con sic tent realization of the proportional de- 
velopment of the national economy of the USSR, the production of 
electric power is considerably greater than the output of the other 
industries « The figures shown below show the correlation between 
the rates of increase in the gross industrial output arid in the pro- 
duction of electric powers 

1940 coo- 1950 coo- 1955 compared 

Gross output of industry 6.5 times 173^ 170$ 

Electric power production 9*6 times 187$ 180$ 

This faster rate of electric power production is achieved by 
the large-scale construction of power plants. About 500 power 
plants, not counting small ones, were built and expanded in the 
first 4 years of the Fifth Five-Year Plan alone. 

The fourth problem in the planning of capital varies is a 
better geographical distribution of productive basic capital. That 
is one of the moot effective methods of saving social labor, na- 
tional distribution of prod.- -tier* inherent only in a socialist 
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national economy based an the public ownership of the implements 
and producer goods. 

The KP policy on the matter of basic capital distribution 
reflects the advantages of the socialist system of national economy 
in the sphere of the economic and cultural development of the vari- 
ous districts of the country. 

The following policy toward the distribution of production 
was adopted by the resolution of the Eighteenth CP Congress on the 
Third Five-Year Plan for the development of the national economy 
of the USSR (1938-1942), 

"The Congress believes that the distribution of the new con- 
struction projects under the Third Five-Year Plan in the various 
areas of the USSR should be governed by the necessity of getting 
the industry closer to the raw material sources and consuming areaB 
with a view to eliminating the irrational and exceedingly long haul- 
ing distances as well as developing the economically backward areas 
of the USSR" ( KPSS v resolvutaiyakh i peahen iyakh s w egdov 1 . kqn^ 
ferentsly i plenumov TsK ^Resolutions and Decisions of the Congresses, 
Conferences, and TsK Plenums of the KPSS^, Part 2 , seventh edition, 
pages 697-896). With this in mind, the KP Congress established a 
system under which commodity production in every economic district — 
and the production of certain types of commodities In every republic, 
kray and oblast — would meet the demand for the respective district, 
republic, kray and oblast for particular types of goods. The cong- 
ress decided to build in the eastern areas, the Urals, and the Volga 
region several duplicate enterprises of the machine-building, oir- 
reftning, and chemical industries to "prevent the possibility of 
misusing the output of certain ccxsaodltlee by the unique enterprises 
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1 

(predprtyatiya -unlkumy ) " (Ibid.)- The congress outlined a more 
rapid development of capital works in the eastern and far eastern 
areas of the USSR, as well as a further economic and cultural de- 
velopment of the national republics and oblasts. 

The policy adopted by the Eighteenth KP Congress on the dis- 
tribution of capital construction, as well ac the congress’ defini- 
tion of the sizes ano types of the construction projects have re- 
tained their great importance to this day. 

The July plenum of the TsK KPSS (195 7>) noted a marked im- 
provement in the distribution of the industry in the country. While 
the output of industrial commodities in the USSR as a whole in 195^ 
was 2.8 as much as in 19 * 0 , the industrial output volume in the 
eastern areas shoved a Wold increase during the same period. At 
the same tine the plenum also £>oirited out that the implementation 
of the Nineteenth CP Congress directives on the improvement of the 
geographical distribution of incus trial enterprises was not satis- 
factory.” The plenum called for the elimination of the existing 
shortcomings in the distribution of the productive forces and the 
improvement of the statewide planning of the distribution of pro- 
ductive forces in the country in conformity with the KP directives 
on improving the geographical distribution of industrial enterprises , 
on locating the industries closer to the raw material and fuel 
sources and consuming areaej also, on the specialization and complex 
development of the economic districts and on a faster rate of indus- 
trial development in the eastern areas of the country. It is neces- 
sary to restrict the further concentration of industrial enterprises 
in several large cities. To tackle the problem of greater special- 
ization and cooperation in industry, the plenum found it necessary 
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to create In various districts of the country 'well equipped and 
specialized foundries, drop -forging , xoitis, and woodworking plants* 

^he socialist distribution of productive forces is effected 
chiefly through a systematic improvement in the distribution of new 
productive basic capital in the country. 

The improvement in the distribution of productive basic capi- 
tal consists, first of uli, in the rational explo itation of the 
natural resources through the foiled development of nev; areas* 

Hence the close connection between the solution of this capital 
works problem and the achievements in geological prospecting.. 

Farther, the improvement in the distribution of basic capital 
jaeonc the couple;: development of the economic areas and the intro- 
duction of a ri appropriate rational system of freight hauling. 

The distribution of productive forces under socialism aims 
to develop the economy and, first of all, t e industry of the na- 
tional republics and backward economic districts on the periphery 
of the country^ the aim of liquidating the heritage of capitalism, 
the economic inequ a lity of those districts vis-a-vis the industrial- 
ised centers of the country. 

The improvement of the distribution of socialist production 
should also be guided by the necessity of strengthening the social- 
ist fatherland's defense. 

The fifth problem of the capital works plan is to Insure the 
steady growth and perfection of unproductive basic capital ana the 
necessary industrial and territorial proportions In the unproduc- 
tive sphere. 
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The social aad cultural measures of the socialist state Slay 
a vast part in insuring the aaximum satisfaction of the needs of 
society, in a socialist economy the capital investments in the 
construction and equipment of the housing and comaunal economy, 
hospitals, sanatorium, schools, theaters, stadiums, etc, are made 
according to a state plan and are financed from surplus funds. 

Only a small part of the increase in -unproductive basic capi- 
tal is achieved by the people themselves: tnis applies mostly to 
individual housing construction. But even in this respect the state 
plan provides for definite measures designee, to help ino _ vidua _ 
builders with credits, building materials, etc. 

Ror can the solution of the problem of reproducing unproduc- 
tive basic capital, under the capital works plan, oe restructeu 
a mere definition of the volume of such capital. Here, too, the 
problem is no, only the expansion but also the perfection of unpro- 
ductive basic capital as veil os the coordination Of basic capital 
expansion in this particular sphere and in the various areas with 
the production requirements and consumer needs of the population. 
Suffice it to point to the vast importance of the groving housing 
and cultural construction not only in meeting the population’s 
needs but also in the systematic enlistment of labor forces for 
the newly settled areas, in combatting labor turnover, etc. 

Capital works play an important part in securing the basic 
capital for defense purposes and in expanding and improving the 
basic stocks designed to strengthen the country’s defensive capacity. 

She sixth problem of the capital vorks plan is to reduce the 
duration and cost of construction and improve its quality by Indus- 

. M atM basis of advanced technology • This 

trial!* ing construction on the oasis w 
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jnp.B policy in construction as an integral 
problem expresses the Kr s poiicj 


part of its policy for capital investments 


though the reproduction of basic capital is carried out 
by several industries, in addition to tire construction industry, it 
ls precisely the construction industry that completes the process 
of creating and introducing new basic capital in the national 
economy (vith the exception of the ordinary acquisitions of equip- 
aent that requires no assembling). =onntraction industry pu.s 

up buildings and installations and assembles equipment thereny 

. _ +hf , capital . Tne construe - 
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tl0 » „d ...«uly w ““ “”*- ry 

play, a W *» «” 6™““ Y ° 1 ”* ^ “' t “ 1 

„» t i. «, *>» pl» - » W ~*““ “ 


„» plm -.p.clfl«d of devolM>l« * construction in- 

dustry «. dci^d to W™v. oontinuon.iy «. « 

caastructloo - frodoct. 

in M» -»!»■ acceleration of con.tmc.ion, to. 

, d„- +a iiations, the moot economical use ox 
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o+ miction ana assembly work, and the improve - 
funds allocated for construction ana as ^ 

B ent of the quality of construction vork. 


The decision adopted by the TsK SPSS and the Council of 
Ministers USSR in August 1955, Measures ror Further Urdus 

izlng Construction, the faprovement of its Quality and Reduct 

—iBing -the construction industry 

Costs" offers a broad program of raising tne 

g iininvirhn of cOBDUSiSt CODBtTUC* 
to the level of the present -lay requirements of c-sun 


tlan 1 b *tbe USSR. 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 





Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 


Of the capital vorts plea. H I " 610 

«*> “• «* , u i» 

«r U» “« I—”" “° 1U,1 “ " 

“* T»< shorter the caortrortio. “* 

capital investments . Th ter the possi- 

» nd better the construction work and the Sweater 
cheaper and bette t o£ the basic 

* eypci'-n n ion a.iwi peirfsc 

bilitiee for the con territorial 

„ pWi - «. - «- 

proportions in the repr°a»rtlot of «■!= ’ 

— * «* “ 4 -rr 

. f the capital works plan relating 

tween the various problems of the capi 

*• of u-sic capital and the development of 
the technical renovation of »_oxc V 

^iTeTltrtrtnrt oi W —» ~ ’ 

rz- — . — - — :ir:. 

, . „ rational economic plan, 

basic capital in tne national 

4 + oi works oxi/di loG&vy 

*. a— *•*"“ 

„ . W u.r to thst »«««. *« "•>*> 

“ a ”* nr “ . „ . „cM»o Milan* H»«- 

» — - - * **“ ~ I,. - - 

pet »)« *«•«—*• ** «* 

^nent on the other hand the output of these *aj 

cbanical department, un t* 

.. ralaed by the national economy* a demand for 

aepertoeD ts is determined the .—** d- 

tbair c«»odities which can be completed only y 

pArtoco^ a 


- 20 - 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 




Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 



It la of the utmost importance for taking full account of 
the concrete and objective interdependence of the various branches 
of the notional economy if the requirements of the lav of systematic 
and proportional development are to be reflected in the plan . 

If the capital works plan reflected the achievements of 
the heavy industry passively it would fail to solve its problems. 

Of course the production level of machines, metal, construction 
materials, etc, puts the capital works plan within certain limits. 
Bvo in the first place, as far as basic capital is concerned, capi- 
tal works plan determines the expansion rate and structural changes 
in the production of the heavy industry itself which is the largest 
"oasic-capital" industry in the national economy; secondly, it is 
precisely the production of basic capital, its expansion, perfec- 
tion, and rational distribution as well as the industrialization 
° f canotruc tion that poses certain problems before the heavy in- 
dustry and, particularly, machine building. 

Hence the enormous Importance of the capital works plan in 
determining the necessary direction of technical progress and in 
substantiating the plan for the development of heavy industry as 
a whole. 

alphas is should be placed on the particularly important part 
or the capital works plan in the realization of the perspective 
problems of the development of the national economy. While the na- 
tl<x»l economic requirements in the current year have been met al- 
most entirely by the productive basic capital in operation 
the beginning of the year, the further large-scale expension of 
production, the substantial increase in labor productivity, the 
H^partant changes in the proportions among the various industries 
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and the achievements in the distribution of productive forces in 
the country, in other words, the tempos and proportions of the ex- 
panded reproduction of the national economy in the c cosing years de- 
pend primarily on the rate of expansion and the changes in the in- 
dustries 1 and territorial shares of the newly acquired basic capi- 
tal. 

Capital construction is, by its very nature, of long range 
significance. It is not merely a matter of construction or the 
number of large projects under construction over a number o±' years. 
This, of course, is very important. It requires planning several 
years ahead; without such planning it would be impossible to se- 
cure the proportional expansion of basic capital in various indus- 
tries . But the long range nature of capital construction is still 
more determined by the fact that basic capital is used for several 
years after it had first been put into operation. This raises the 
following problems : 

First, the drafting of the capital works plan should take 
Into account the requirements of the national economy in the next 
1C to 15 years; hence the necessity for long range general plans 
for the development of the national economy and its major branches; 

Second, the basic capital commissioned according to the plan 
should be properly combined with the basic capital that has been 
functioning at the beginning of the plan period and will for the 
most part be out of comalsslan by the end af the plan perlodj hence 
the necessity for coordinating the plan for new construction work 
with the plan for expanding and rebuilding the existing enterprises 
bearing In mind the perspective development of the national economy 
in the next 10*15 years* 
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The advantages of socialist production are manifested with 
particular force in the successful solution of all the above -listed 
problems of the systematic development of capital construction in 
the USSR * Clearly revealed in the capital construction of the USSR 
are the progressive changes occurring in the socialist economy * 

The expansion rate and structure of capital investments in the USSR 
reflect an objective basically different from that of capitalism and 
which governs production; it reflects a basically different method 
of attaining that objective, and the nature of the changes in the 
industrial, territorial, and social proportions in the social! t 
national economy. 

Capital construction in the USSR is carried on at unprece- 
dented tempos. During the First and Second Five-Year Plans the 
basic capital in industry showed nn average annual increase of 22 $. 
In Tsarist Russia, even when capital construction was at its highest 
(1885-1913), the average annual increase in basic capital amounted 
to only 7 . 2 $. The average annual increase In basic capital in US 
industry between the 2 world wars was only 4$. 

Reckoned in present prices, the volxaae of state capital in- 
vestments in the national economy of the USSR amounted tot in 1929- 
1932 , 68 billion rubles; in 1933 - 1937 , 158 billion rubles; and in 
the postwar period to the end of 1954, over 900 billion rubles. 

In 1955, 167.2 billion rubles were appropriated for capital invest- 
ments. 

The realization of the vast problems of communist construc- 
tion for a further rapid expansion and improvement o' the 

basic capital. Speaking to the Sight eenth CP Congress, J. V. 

Stalls pointed out that the solution of the basic economic problem 

- 23 - 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 




Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 


f ■ 


of the USSR, that is exceeding the capitalist per capita production 
of the major types of industrial commodities, " . , . requires, 
first of all, - strong and indomitable desire to march forward, a 
willingness to make big sacrifices and large capital investments 
with a view to expanding our socialist industry in every way" ( J . V . 
Stalin, Voprosy leninizma ^Problems of Leninism^; eleventh edition, 
1953, page 6l8 ) . 

The wide scope of capital construction in the USSR is made 
possible by the high level attained in the development of the heavy 
industry, the absence of parasitic consumption in the country and 
the resultant large surplus in the national income and the systematic 
utilization of funds in keeping with the requirements of the economic 
laws of socialism. 

About l /4 of the national income in the Soviet Union has 
been used for surplus accumulation both in the prewar and postwar 
periods. In the capitalist countries, on the other hand, despite 
the much smaller share of workers 1 consumption in the national in- 
come (about 4 o£ in the US as against the 75 ^ i^ the USSR), the sur- 
plus accumulation does not exceed l/lO of the national income even 
in prosperous years . Xn the capitalist countri es about l/2 xhe na- 
tional income is spent on the upkeep of the exploiting classes and 
their numerous parasitic servitors and for other unproductive pur- 
poses , particularly in education • The part of the national income 
used for surplus accumulation in the US averaged about 10 ^ in 1919 - 
1928 and only 2 $ in 1929-1938 • 

Tbo grea test advantage of a socialist society is that its 
productive relations do not impede the process of the continuous 
technical renovation of basic capital. The systematic and rapid 
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replacement of old techniques by new ones is an insoluble problem 
for a capitalist economy. 

The capitalist does not go in for the replacement of an old 
and outdated technology by a new ODe unless it brings higher proa its. 
The capitalist uses a new machine only if it is cheaper than the 
labor it displaces . The introduction of new machines under capital- 
ism is therefore relatively narrowly confined. It is determined ny 
the difference between the price of the machine and the cost of labor 
it displaces. It is not the saving of social labor but a saving on 
wages , and higher profits, that makes the use of a new machine pro- 
fitable for the capitalist. K. Marx wrote that . . . the law of 
increasing labor productivity has no objective meaning to capital. 

Ac far as capital is concerned, an increase in labor productivity 
does not mean a saving of human labor* all it means is that the 
amount saved on the cost of current labor is greater than that of 
past labor. . (K. Marx, Kagitg^ Vo1 nl > sege 273 ) ' 

The monopoly stage of capitalism strengthens the tendency 
to hinder technical progress. This does no- mean that under the 
domination of monopolies technical progress halts* it is maintained 
by unceasing competition under imperialism. The tendency to arti- 
ficially' hinder the renovation of basic capital, however, has in- 
creased. The mass freezing of patents on inventions, practiced by 
the monopolies, is a natural phenomenon born of the very nature of 
imperialism which represents a decadent and dying capitalism. 

Under conditions of public socialist ownership, in contrast 
to a private capitalist economy, there are no objective W riers to 
the replacement of old techniques by new ones . 

- 25 - 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 





Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 


1 

%, 

In a socialist society the technical renovation of basic 
capital is carried out wherever "it can save human labor . " The 
criterion for introducing new machinery in socialist production is 
whether it saves social labor on a national scale which may oe re- 
quired, say, for producing a certain volume of national income In 
one year. 

The use of such a criterion for introducing new machinery 
creates favorable conditions for speeding up technical progress. 
This means, particularly, the acceleration of so-called "moral” de- 
preciation. In a socialist economy, in contrast to a capitalist 
economy, there is a possibility for the systematic replacement of 
the old and morally worn out techniques by more auvanced new tech- 
niques . 

The substitution of new machinery for old machinery can be 
successfully realized with due "returns" for the national, economy 
only if there is a well thought out coordination of the technical 
progress of the various branches of socialist production. This 
can be attained, first of all, by the perspective planning of the 
national economy and its various branches. 

In a socialist economy, no enterprise can have any objective 
reasons for fearing the appearance of new equipment at a similar 
enterprise. Competition has no place in it. Hew machinery may be 
used in one enterprise today and in all the others tomorrow if a 
saving on a national scale can thereby be achieved. 

The most Important criterion for the use of new machinery in 
a socialist economy is the national economic effect produced by 
such machinery. And this effect itself is determined not only by 
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the amount of savings It may produce for the national economy -im- 
mediately after the introduction of new machinery, but also by the 
amount of social labor to be saved by the use of the new machinery 
over several years to cane. In this respect, too, the socialist 
system of economy is radically Different from capitalism and from 
all the preceding economic systems. "All the systems of production 
in existence heretofore were geared primarily to the achievement 
of the immediate and most profitable effects of labor. 

. . . Since the capitalists* object of production and ex- 
change is immediate profit, their prime cons ioerat ions are only 
the immediate and direct results" (K. Marx and F. Engels, Izbranj; 
nyye pro^g-vodeniya /Selected Work sf , Vol II, 19^>> pages 81-62). 

The objective conditions of a socialist economy create vast 
possibilities for the continuous renovation of basic production 
capital on the basis of advanced technology. 

The fact that certain economic managers still cling to obso- 
lete machinery and that shortcomings are still noted in the planning 
and the introduction of new machinery ana in the system of encourag- 
ing and stimulating technical progress has nothing to do with the 
nature of socialist economy. It merely serves to show the tenacious 
nature of rout in ism and inertness which are incompatible with the 
socialist system of economy and against which the KP and Soviet 
Government are waging a decisive ana Implacable struggle. 

The July plenum of the TsK KPS S (1955) pointed out that 
"... that the major causes of the unsatisfactory introduction of 
ce* machinery into the national economy are weak leadership an the 
p^irt of the ministries and department chiefs in the matter of master 
ing the exploitation of new machines, mechanisms, instruments, and 
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apparatuses and using new types of materials for progressive tech- 
nology I conceit and complacency on the part of many high-ranking 
industrial leaders,, and their loss cf a sense of responsibility 
for the Job at hand.” 

The advantages of the socialist economic system, as compared 
to the capitalist system, in the growing rate of capital construc- 
tion and the rapid and continuous improvement and renovation of 
oasic capital, are also decisive in predetermining the increasing 
rate of material production as a whole, particularly industrial 
production. In the past quarter century, the average annual accre- 
tion of industrial output in the USSR (not counting the war years ) 
amounted to 18 .2$; in the US, only 2.4%j in England, 3.6 %j and in 
France, 2.1%. 

The advantages of a socialist economy in capital construc- 
tion are expressed not only in the rate of expansion and the con- 
tinuous improvement of the basic capital but also in the direction 
of capital, investments • 

In capitalist countries the investments in basic capital are 
distributed spontaneously, most of them going into industries ana 
areas where the highest profits are expected. 

The systematic capital investments in the USSR, made on a 
statewide scale, are determined entirely by the fundamental economic 
lav of socialism . 

The objective law of the systematic and propo rt ional develop* 
ment of the national economy, functioning under socialism, makes it 
possible for the leading and planning organisations to use the capi- 
tal works plan for establishing the necessary proportions of public 
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The Soviet country fell heir to Tsarist Russia's ugly method 
of distributing production. The economic geography of the country 
has undergone a change under the Soviet Government. The relative 
share of the eastern and national districts in the output of the 
most important types of commodities has been sharply increased . 

And this is primarily of great economic importance. 

Vast territories with their incalculable natural riches 
have now been included in the process of socialist production. 
Tsarist Russia actually had only one coal base, the Donets Basin. 

Ho matter how well it might have been developed, it coul:, not pos- 
sibly have produced as much coal (even from the viewpoint of its 
production limitations alone) as it now produced together with the 
Kuznets, Karaganda, Pechora, and other coal basins. Coal produc- 
tion is now approximately 13 times as high as in 1913 * 

The rational distribution of production means, further, an 
enormous saving on freight shipments. 

Long-distance freight hauling is still increasing in the 
USSR. But the size of the territory in the USSR covered by pro- 
duction development should be borne in mind. "It may be stated 
as certain," L. M. Kaganovich said, "that if we had failed to 
struggle for the proper socialist distribution of productive forces 
and the all-round development of the economy in the republics and 
oblasts, our long-distance freight-hauling volume would have been 
much greater than it is today" (L. M. Kaganovich, Boch» na ggrv og. 
...all Verichovnoao Seveta SSSB. chetvertogo sozyya Speech at the 
First Session, Fourth Convocation, of the Supreme Soviet USSR?', 
Oospolltlzdat, 195 *, page 8 ). The advantages of the socialist 
distribution of production are particularly clearly revealed when 
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comparing the hauling distances with the size of the country's ter- 
ritory. The US territory is about l /3 of that of the USSR, but the 
average hauling distances are not much longer than in the US: in 
1950 , the average railroad freight -hauling distance in the US was 
TOO km, and in the USSR 722 km. 

Despite our achievements we still have many shortcomings. 

The volume of long-distance hauling is still large. The moit im- 
portant precondition for reducing long-distance hauling ie the 
elimination of shortcomings in the distribution of the country's 
productive forces • The correct distribution of the new enterprises 
also facilitates the successful solution of the problems related to 
strengthening the USSR' 3 defensive capacity. Th» realization of 
the farsighted policy of the KP and government on the distribution 
of industry, agriculture, and transportation in the USSR produced 
the great production possibilities in the eastern areas which played 
such a decisive part in the material supply of the front and the 
rear during the Great Fatherland ’War. In 19*0 the eastern areas 
alone produced more commodities than did the whole of Tsarist Russia 
in 1915* 2.3 times as much coal, twice as much steel, 1*7 times as 

much ferrous rolled met&l, 4.1 times as much copper, IS .8 times more 
zinc, and 39 times as much lead. By the outbreak of the Great 
Fatherland War grain production In the eastern areas exceeded the 
output of those areas In Tsarist Russia by 1.8 times. 

The colossal past and current achievements in the distribu- 
tion csf productive forces In the Soviet Union are based primarily 
on the proper distribution of the new construction projects. 

The Soviet state concentrates in Its hands the bulk of the 
surplus accumulations, in the form of budget revenues and profits 
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of the state enterprises, and distributes them (mostly as capital 
investments) among the various branches of the national economy, by 
economic areas and union republics, according to the economic and 
political requirements of a given period. 

It should be emphasized that the socialist system of economy 
creates the objective advantages not only in regard to the scope 
and direction of capital investments but also in regard to their 
economical utilization in construction. 

ho capitalist country has such favorable conditions for the 
development of the construction industry as the USSR and the people's 
democracies. The present serious shortcomings in the organization 
of construction are not necessarily produced by the objective con- 
ditions of socialism; they reflect a still inadequate ability of 
certain organizations and officials to make full use of the aa van- 
tages of a socialist economy • 

Only under socialism can the enlargement of the construction 
organizations , their specialization and rational distribution, their 
cooperation in the production of construction objects and parts, 
and their systematic work load determined by long range development 
be carried out on a large scale under a well thought out long range 
plan which provides for the necessary labor force, materials, and 
finances • 

Of particular importance for the systematic realization of 
capital construction, as we have seen, is the continuous coordina- 
tion between capital works and the long range development of the 
national economy as a whole. This is impossible under conditions 
of capitalism, under conditions of competition and anarchy of pro- 
duction. This accounts for the very uneven development of capital 
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construction , against a background of general cyclical development, 
in the capitalist countries. Characteristic in the latter are the 
frequent changes from a feverish influx of capital into a particular 
industry or area to a similarly feverish flight of capital from that 
industry or area. 

In the USSR* s national economy there is not a single in- 
dustry, economic area, or union republic vhere the volume of capi- 
tal investment in basic capital is not increased from year to year. 

The capital works plan for every year provides for invest- 
ments designed not only to produce new basic capital during the plan 
year but also for construction projects to be commissioned in the 

future . 

The long range plans for the development of a socialist na- 
tional economy, based as they are on an objectively possible and 
necessary constant proportional level, represent a departure point 
for the systematic stockpiling of facilities in the field of basic 
capital reproduction . 

"Social prod uction, " K. Mane pointed out, "will have to be 
used as a basis for determining the scale of long-range operations 
which require a labor force and production facilities without pro- 
ducing an immediate effect; the scale of these operations will have 
to be determined so as not to adversely affect the branches of pro- 
duction which not only use a labor force and production implements 
permanently or several times a year, but also produce vitally im- 
portant commodities and producer goods" (K. Marx, Kaglta l, Vol XI, 

1953, P«e* 356)- 
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Under capitalism, capital investments anu construction 
projects designed .or futu^ use contain the germs of dis- 

proportions inasmuch as they cannot be coordinated with the invesn 

««. Of other ^ “ 

of proportional dlotrlblion roared for tb. «~tb 

Bent of social production as a whole. 

Under socialist conditions, on the other hand, it is preciselj 
the long range plans .or the national economic development as a 
whole and their integral part, the long range capital works plans, 
that are used primarily to .orestall disproportions in the national 
economy and to establish more progressive future proportions in 
keeping with the perspective development of production and ad- 

vanced technology. 

CHAPTER H. THE CONTEHT OF THE CAPITAL WORKS PLAH 

Th. system of indexes of the national economic plan as a 
1. bolt to «tl==f 11 *>» »“•“ -* 
priuca- id .11 th. mo wa« «—<*“"• “ a 
tb. M-trt-, “■ «” ° I 

„ proeont tb. oft. PH f" «- UBSE '* ““““ 

d^popr-n, a. ~u«— <*> " 

bloMboU-, — «**•*»“ 

Mrt 1 «~1» -* ..me o»r— *> *«. Ptelil ood aaaauvy 

<») tb. MM f ad Will-" ““ «- 

UMtlon of labor moor... 1» “• * OT “ , ‘ “* ( '’ *“ 

-» «tlU»U. of tb. l»d«- of tb. ~to, 

organisations , and the papulation* 
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Such a system of indexes actually amounts to a ramified 
system of national economic indicators. Only the coordination of 
all indicators of this system in the national economic plan can re- 
flect the requirements of the lav of systematic and. proportional 
development. Only the optimum combination of ail indicators of 
this plan , frotii the viewpoint of the scientific aspect of the 
economic -political problems of the plan period, reflects the con- 
formity of national economic planning to the requirements of the 
fundamental economic law of socialism. 

In view of this , the system of indicators for each section 
of the national economic plan is built so as to permit its conplete 
coordination with the other sections of the plan on the basis of 
the economic and political problems of the given plan period. It 
is precisely for this reason that national economic planning cannot 
he restricted to mere resultant indicators of the development of any 
one particular branch of the economy, decisive as they may be. For 
example, the output of very important types of industrial comnodi- 
ties, in physical terms, is the resultant indicator of the industry, 
and is therefore part of the system of indexes for the appropriate 
ministries, departments, and the councils of ministers of the union 
republics. But these indicators cannot be established without an 
analysis of the possible and necessary expansions of industry's 
production capacity and a better utilisation of such capacity; with- 
out an analysis of the expenditure of production implements and 

fn industry; without an a n alysis of the changes in uncompleted 
production; without an analysis of the distribution of the produc- 
tion and consumption of industrial conaodlties; and without an 
analysis of the connections between group of industrial pro- 
duction and coomodity circulation, etc. 
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Ttvi g reveals the necessity for computing the amber of In- 
dicators 3 most of theta not reference Indicators nor ones fixed by 
directives, but vhich are of first-rate Importance for coordinating 
the industrial production program with the other sections of the 
national economic plan, namely: indicators of available industrial 
production capacities, the norms of utilization of the most im- 
portant types of equipment, raw material, fuel, etc, in industry, 
industry’s gross and commercial commodity output, including A 
and "B" commodity groups, the production of industrial goods by 
economic areas, and the available foodstuffs and other goods, etc. 

The same may be said also of any other section of the plan 
including the capital works plan. The system of indexes of the 
capital works plan includes both reference (directive) and calcu- 
lated indexes, and the combination of the 2 can be used to sub- 
stantiate the capital works plan and all its connections with the 
other sections of the national economic plan. 

What are the major connections between the capital works 
plan and the other sections of the national economic plan? These 
connections follow from the very essence of the capital works plan 
and the problems of the state plan of national economic development 
which are solved with the aid of the capital works plan. 

First, the capital works plan serves as a basis for the long 
rang* production development plan as far as the accretion of produc- 
tive capacity is concerned* it also serves ae a basis for the pro- 
duction plan for a given year to the extent that such a plan de- 
pends on the new production capacities introduced during the given 

year • 
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Second, the capital works plan serves as a basis for the 
expansion of bousing construction and communal economy, education, 

public health service and art, as well as of administrative and 

defense organizations* 

Third, the capital works plan is used for determining the 
distribution of new productive forces by economic areas and union 
republics and the complex development of their economy, for locating 
production closer to raw material sources and consuming areas ; for 
the development of the backward peripheral areas, the liquidation 
of irrational and excessive long-distance freight hauling, and the 
strengthening of the country* a defensive capacity. 

The capital works plan, finally, calls for adequate supplies 
of labor, material, and financial resources. 

In view of these very important connections, the capital 
works plan is drafted on the basis of the following major indexes. 

1. The General Upswing in Capital Works (or Ca pital Investmeptsl 

The planned volume of capital investments for a year, 5 years, 
etc, characterizes the increase in the estimated value of all basic 
capital in the national economy during the plan period. /See Hote^ 
This represents the over-all increase in basic capital, both in op- 
eration and still uncompleted, expressed in monetary terms. 

(/SbteJT Her® elsewhere the word "value" is used not in 
the strictly theoretical sense of the word since it applies to the 
products of labor which, in a socialist society, have lost their 
characteristics of commodities as suchj it is used in the sense 
now popularly applied in planning and accounting • ) 
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I 1 

What is the estimated value used for determining the volume 
of capital investments? 

The estimated value of basic capital or its uncompleted 
portions consists of the following component elements: (a) ex- 
penditures according to estimates made on individual construction 
projects and portions of them, including the equipment under con- 
struction, according to fixed prices and the cost of installing 
the equipment j (b) cost of equipment, requiring no installation, 
at fixed prices . 

The volume of capital investments includes certain funds 
which, while not increasing the value of basic capital, are con- 
nected with its construction. These are the expenditures involved 
in the reproduction of basic capital: the cost of training quali- 
fied workers for the enterprises under construction, the cost of 
the managerial staff of the enterprises under construction, the 
cost of relocation (as, for example, in places flooded by water 
reservoirs under construction), etc. 

On the other hand, some of the expenditures connected with 
the r e pro d uction of basic capital are not reflected in the capital 
investments plan. First to come under this category are the ex* 
penditures on project -research work as veil as expenditures in- 
volved in expanding stock herd reproduction. In the general In- 
ventory accounts , however, these expenditures are charged to basic 
capital . 

The formation of the estimated values of Individual projects 
will be discussed below. In the meantime It Is important to point 
out that the same estimated value Is used for planning the gross 
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volume of capital investments in both the national economy and its 
various branches for several years regardless of the changes in 
the prices and expenditures on certain types of work • 

Thus in the field of capital investments planning use is 
made of the principle of identical values applied, in monetary tenas, 
to the same objects and their structural components of various in- 
dustries over the same number of years. 

Tfere the comparable estimated value is used in the same way 
as industry uses the comparable estimated cost of comraoditlec ex- 
pressed in the wholesale prices of the enterprise (without the 


■turnover tax) in iuruu aa or a certain 


since 1937 the 


estimated cost of construction was determined on the basis of the 
1936 prices and after 19^7 > on the basis of the 19^5 prices. Re- 
cently the volume of capital investments has been planned on the 
basis of the estimated values existing since July 1950. The present 
changeover to estimated costs iB based on the norms and pi ices 
existing on 1 July 1955* 

The comparability of different capital investment volumes 
of different years is very important* It makes it possible to 
analyze the dynamics of the volume of capital works and the changes 
in its structure^ it makes it possible to compare the volumes of 
capital investments actually made with those of plan investments. 

Tn a broader sense, the coordination of the capital works 
plan with the entire national economic plan is a chiev ed by comparing 
the total volume of capital investments with the national incase. 

It is very i mpor tant to determine the proper volume of capi- 
tal investments in the initial stage of the drafting of the national 


- 39 - 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 





Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 



economic plan . coordination of the capital works plan with the 

national income and its structure, however, is not enough for such 
determination. To make certain that the planned volume of capital 
investments is practicable, it should be provided with equipment, 
construction materials as well as labor force. The volume of capi- 
tal investments, however, cannot be directly weighed against the 
material resources allocated for the reproduction of basic capital 
and labor resources. Other indicators are used for that. 

2. The Structure of Capital Investments 

The Cost Structure of Capital Investments 

The following items are allotted from the planned capital in- 
vestments to meet the material and labor requirements of the construc- 
tion itself : the volume of construction and installation work, the 
cost of equipment and other expenditures. The requirement a in raw 
materials and additional cadres of construction workers are deter- 
mined not by the entire volune of capital investments but by the 
volume of construction and installation work. 

Construction work includes the erection, reconstruction, and 
expansion of permanent and temporary buildings and installations 
(furnaces, mines, dams, quays, bridges, roads, etc); technical sani- 
tation construction and wiring for electric lights; the laying of 
groundwork and the construction of foundations, supporting struc- 
tures for equipment, outer brick walls for boilers and furnaces, 
etc | the clearing and preparation of land tracts for planned con- 
struction, such as the removal of old buildings, tree felling, 
stubbing, drainage work, flattening mounds and filling in hollows 
on the land, etc; landscaping and tree planting on the construction 
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site; reclamation work (irrigation, drainage, etc ); planting of 
perennial plants (gardens, vineyards, plantations, nurseries, etc); 
canal construction and dredging work. 

Installation work includes the assembly and installation of 
equipment in permanent and temporary projects as well as the test- 
ing of the mentioned installations; the building of industrial trans- 
mission lines which are part of the installed equipment, the con- 
struction of service platforms and ladders functionally connected 
with the installation as well as the insulation and painting of 
the equipment. 

The share of construction and installation work in the total 
volume of capital in v estxiienxs in the national economy amounts to 
about 60 f>. ^his share, however, fluctuates in different industries 
and in different years due to the changes in the nature of construc- 
tion, value changes, etc. 

Capital investments in equipment consist of investments in 
CQUipnfint requiring installation and investments in ready— to— use 
equipment. The installation of equipment means setting it up on a 
foundation or on supports • Such types of equlpi^ent as electric or 
steam power machinery, rolling mills, machine tools, overhead cranes, 
lifting cranes, etc, cannot be put into operation before they are 
installed. 

Reedy-to-uae equipment is put into operation without any in- 
stallation work. This includes locomotives, railway cars, ships, 
barges, motor vehicles, tractors, agricultural machinery, cutting 
machines, etc. 
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The cost of equipment accounts for more than 1/3 of the total 
volume of capital investments * 

Other expenditures figuring in the total volume of capital 
investments are those incurred in connection with construction work 
but which do not increase the value of the basic capital (the cost 
of training qualified workers for the enterprises under construc- 
tion, etc). 

The item "other expenditures" also used to include those 
allotted for research projects and geological prospecting work. At 
present such expenditures are not included in the volume of capital 
investments but are included in special accounts in the state budget 
appropriations • The expenditures on research projects used, to be 
included in the total volume of capital investments so that they 
might be used to strengthen financial control over the performance 
the projects organizations • But the coot of such research 
projects is included in the cost of the basic capital after it has 
been put Into operation. 

The expenditures on geological prospecting work cannot be 
included in the coat of any one individual project since they apply 
to all projects that have ever been and will be built in that par- 
ticular prospected area. Economically, geological prospecting work 
cones under the category of scientific work. On the other hand, 
however, it should oe borne in mind that geological prospecting is 
determined first by the requirements of basic capital reproduction 
in general and its distribution in particular • 

Qeological prospecting is included in the total volune of 
capital investments to the extent that it directly affects the 
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expansion of the basic capital of certain enterprises. This applies 
to drilling operations and prospecting in depth now carried out by 
the oil extracting enterprises. 

The estimated cost of individual projects usually consists 
of 3 integral parts of capital investments. 

Allocations for construction and installation work fro:, the 
total volume of capital investments make it possible to establish 
the necessary proportions between the expansion of construction 
and installation work, on the one hand, and the increase in the ma- 
terial resources and labor power for construction purposes, on the 
other, neither the cost of equipment nor the amount of other ex- 
penditures has a direct bearing on the required expenditure of ma- 
terials and labor in construction. Besides, the allocations for 
construction and installation work are important for planning the 
operations of the construction organizations. 

The supply of labor force, cement, lumber, metal, etc, ear- 
marked for the construction and installation plan in the initial 
drafting stage of the national economic plan tends to adjust the 
total volume of capital investments although that volume is co- 
ordinated with the surplus end of the national income. These ad- 
justments facilitate the establishment of definite limits to capi- 
tal iir vestment a . 

<Ph«. Ownership Structur e of Capital Investments 

The total volume of capital investments in the national aeon- 
any consists of » state capital investments which are predominant 
la a socialist economy! capital investments by collective farms, in 
dustrial aau other cooperative organizations! and, finally, indi- 
vidual capital investments (mostly in housing construction). 
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port**, prttM—Hr i» «- *“»*’ f “ 

development of production relations based on the various forms 

ownership of the producer goods. 

. 4.j the volume of state capital 

Besides, the determination of the voxo. 

investments is necessary with a view to its eventual distribution 

among the ministries, departments, and councils of ministers 

union republics. The part of the over-all capital vorhs plan bases 

on government directives or allying to specific areas is financed 

mostly by state capital investments. *his, of course, does not 

preclude state control over capital construction in the collective 

farm and cooperative sector. 

■nu- Structur - - Investments. 

The industrial structure of capital investments is very J»- 
portent fro. the point of view of its coordination with ma,or eco- 

nonic and political pro*—. 16 0133 P ° litiC&1 

problems of a particular period predetermine the branches of the 

national economy requiring increasing investments in basic capital. 

The changes in the industrial structure of capital invest- 
ments are closely tied to the correlation of the rate of erosion 
of various industries • 

Thus, for e»»pl«, «- ri "'- I “ r PU “ “* *" 

prtorlW P~hh- - ».tons e «. «” “ < ““ 7 “* 

« ■*— *“ ***** 

« ^ a™*-*. « «■« -a— ““«• “ 

p!*,, hh. !»«—.. *. *— ® “ 19k6 - 1950 “ * 

_ i capital construction as against the 

of tbe total volume of capital 
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before the war. In 1946-1950 railroad transportation accounted for 
16 $ of the capital works plan as against the 12$ before the war. 

In keeping with the KP’s general line which is the preferential 
development of heavy industry, a large part of state funds is being 
invested in that industry as well as in railroad transportation. 

During the 192 9-1952 period, the following capital investments were 
made by the state (as reckoned in today* s prices )s in heavy indus- 
try, 638 billion rubles; transportation, 193 billion rubles; light 
industry, 72 billion rubles; and agriculture, 94 billion rubles . 

Nov; that the heavy industry is undergoing continuous forced 
development, the K? and the government are carrying out large-scale 
measures designed to bring about a radical improvement in agricul- 
ture. ^*his called for a considerable increase in the capital in- 
vestments in agriculture. The 1955 appropriation for agricultural 
expansion amounted to 65*2 billion rubles including 55-1 billion 
rubles from the state budget. These funds are used to equip agri- 
culture with the latest machinery and Implements, expand the area 
under cultivation by working the virgin and fallow lands, and create 
a stable fodder base for the livestock industry. 

It is precisely through the changes in the Industrial struc- 
ture of capital construction that the most important changes of na- 
tional economic proportions are achieved. 

Completed and Uncompleted Capital Investments 

The total volume of capital works in the national economy 
and its various branches is further divided into completed and un- 
completed capital inve stmen ts • Completed capital investments are 
investm en ts made during a given period in projects going into 
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operation in the same period; uncompleted investments are those ap- 
plying to projects scheduled to go into operation at a future time. 

To establish the proper structure of capital works, accord- 
ing to immediate needs , it is important not to scatter the funds 
used for construction . Completed capital construction means com- 
missioning new productive capacities in the same year. The volume 
of uncompleted capital investments, on the other hand, predeter- 
mines the future commissioning of new projects and the material re- 
serves for the capital construction required for increasing the 
productive capacities in the future, within the next years. In 
view of this, the concentration of funds on projects to be commis- 
sioned and other highly important objects should be accompanied by 
an allocation of sufficient funds for creating a material reserve 
required for the future development of the national economy. 

What, then, is the optimum correlation between completed 
an uncompleted investments? This correlation cannot be used as 
a constant criterion for the national economy as a whole nor for 
its various branches. This is how the correlation between completed 
and uncompleted capital investments was formed during the prewar 
five-year plans (in billions of rubles, at the prices of the re- 
spective periods): 


(1) Uncompleted capital 

investments as of 
beginning of five- 
year plan 

(2) Capital investments 

(3) COHttlSSlOQlXlg of 

basic capital 


First Five- 
Year Plan 

1.7 

50 . 5 * 

38.5 

- k6 - 


Second Five- 
Year Plan 

13.7 

llfc.7 

103.3 


Third Five- 
Year Plan 
(as planned! 

25.1 


192.0 

193.0 
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First Five- 
Year Plan 

-f 12.0 


Second Five- 
Year Plan 

•r 11.4 


Third Five- 
Year Plan 
(as planned) 

- 1.0 


25-1 


80.0 


24.1 


50.0 


(4) Increase or decrease 

in uncompleted in- 
vestments (2-3) 

( 5 ) Uncompleted capital 13 «T 

investments at end 
of five-year plan 

(6) Uncompleted capital 90-8 

investments at end 
of five-year plan 
in of the capital 
investment volume 
of the last year of 
the five-year plan 
(approximately ) 

* Including capital repairs and above-limit expenditures. 

This computation is to some extent inaccurate since fche capi- 
tal investments include expenditures that do not increase the v^lue 
of basic capital. Such expenditures, however, are not large, and 
they may be ignored in this computation . 

The figures in the table characterize the substantial changes 
in the material reserve for capital construction. At the end of the 
First Five-Year Plan that reserve equalled about 90*> of the annual 
volume of capital investments, while at the beginning of the five- 
year plan it had amounted to about 35*. Tbat ls exp lained ^ the 
peculiar characteristics of the five-year plan which was pivoted 
on the construction program. It was with a very small stockpile 
of materials available at the beginning of the five-year plan that 
large-scale construction got underway throughout the country, par- 
ticularly in the heavy industry, and continued to expand from year 
to year. Although 1,500 large industrial enterprises were put into 
operation during the First Five-Year Plan, many enterprises remained 
uncompleted by the end of 1932- 
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During the Second Five-Year Plan the relative size of the 
material stockpile was somewhat reduced while its absolute size 

increased by 1.8 times. This shows that the process of system- 
atically increasing the annual rate of commissioning new basic capi- 
tal was formed during that period. 

The Third Five-Year Plan even called for a decrease in the 
absolute volume of uncompleted capital works by accelerating the 
introduction of basic capital through the industrialization of 
construction and the struggle against "giant mania" in construe- 
tion. 

An analysis of uncompleted capital investments also requires 
a definition of the extent of completion of the projects under con- 
st miction . 

The scattering of funds may in certain cases bring about a 
reduction In the volume of uncompleted construction. To increase 
the rate of basic capital reproduction, it is important that the 
available material stockpiles be ready for immediate use. 

The planning of material stockpiles for construction is of 
primary importance in organizing rhythmic construction work which 
construction faster and cheaper and accelerates the expan- 
sion of the socialist reproduction of basic capital. 

Noting that Glavnosstroy successfully fulfilled its obliga 
tins to build 900,000 sq m of living space in 195*, and create a 
larger material stockpile in 1955 than in 195*, K - s - Khrushchev 
86ld; 

”2b»se results show that the new organisation took a big 
forward stop since material stockpile in construction is the amin 

- 48 - 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 





Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 


1 


thing, I would say the most important thing. Anyone can see that 
is is Impossible to maintain rhythmical construction work without 
a normal stockpile. ‘Where there is no stockpile, the skilled 
workers are not used according to their training — for earth-moving 
and auxiliary work. ?his results in lower labor productivity, 
higher construction costs, and disrupted work schedules. With a 
necessary stockpile on hand it i, possible to work rhythmically, 
without interruption, and to use the workers according to their 
□kills" (I*. S* Khrushchev, 0 shirokom vnedr enii industrial ' nykn 
raetodov T ilichshenii kachestva i snizhenii stoimosti stroitel \stv a 
/On the Large-Scale Introduction of Industrial Methods, the Im- 
provement of the equality and Reduction of the Cost of Con struct ion^ , 
Gospolitizdat, 1955, pages lU-15). 

Although the concrete correlation between completed and un- 
completed investments cannot be finally fixed a correct methodo- 
logical approach to the establishment of this correlation in the 
plan appears to be quite definite. It may be described as follows: 
the given volume of capital investments must oe designee to produce 
the maximum quantity of completed investments that would insure 
the commissioning of the moot important operational projects 00 a 
priority basis. 

Such an approach is borne of the necessity for the maximum 
acceleration of construction. In this sense the struggle against 
expanding the volume of uncompleted construction coincides with 
the struggle for a faster rate of construction. At a given level 
of completed capital construction, the increasing volume of uncom- 
pleted capital investments in new projects, or those still under 
construction, means to increase the degree of their completion and, 
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consequently also, to accelerate the process of basic capital repro- 
duction. For this reason the increase in uncompleted construction 
at a time when the largest possible volume of completed investments 
under the plan has been achieved amounts to increasing the stock- 
pile of materials without detriment to the construction projects 
nearing completion, and is of great national economic importance. 
For practical purposes, however, the national economic plan always 
provides for a definite volume of capital investments and a defi- 
nite maximum of possible accretion of basic capital within the plan 
period. The problem is to make the best possible use of the un- 
completed investments with a view to creating a stockpile of ma- 
terials in the decisive branches of the national economy and to in- 
sure the most rapid commissioning of the new projects at the same 


The directives of the Nineteenth CP Congress on the Fifth 
Five-Year Plan make it mandatory "to create material stockpiles 
in the construction of metallurgical enterprises, power- plants, oil- 
refining plants, chemical plants and coal mines with a view to in- 
suring the necessary development of these branches of industry in 
the coming years" tPlrektiw XIX »"e*da partii J*> py»tomy Bffi &fa. 

m f puny -nftr.vitlya SSSR ™ Kttl-1955 gody directives of the 

Nineteenth CP Congress on the Fifth Five-Year Plan of the Develop- 
ment of the USSR for 1951-19557', Goopolitizdat, 1953, P»« c 5). 

Imnmtnmt 1* Sew Constru c tion. Reconstruction, and 

BgpapBlOD 

In planning capital works much significance is attached to 
the breakdown of the total volume of construction in the national 
acouav and its various branches to new construction, reconstruction, 
and the expansion of existing enterprises. 
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The change In the relative weight of new construction in the 
total volume of capital investments is directly related to the dura- 
tion of construction, its cost, ana the coordination of the capital 
works plan with the technical plan. The distribution of productive 
forces also varies with the particular volume of new construction. 

The further development and creation of new fuel and power 
oases as well as the al.-round development of the economic areas 
and union republics is implemented mostly with the aid of new con- 
struction. The solution of these problems, during the drafting of 
the capital construction plan, is based on the necessity 
lizing every possibility for expanding and reconstructing the exist- 
ing enterprises) this makes the expansion of basic capital faster 
and cheaper than the construction of new enterprises. The Nine- 
teenth CP Congress directive says that "the expansion of the exist- 
ing enterprises should be utilized as an Important basis for in- 
creasing production at the lowest possible cost" (Ibid.). 

Also defined in the national economic plan is the structure 
of the total volume of capital works as determined oy economic areas 
and union republics. It is this structure that primarily determines 
the progress in the distribution of productive forces in the country. 

It,- Plan for the Int r oduction of Basic Capital . anc Productio n 
Ca pacities Id Vario us Industries. 

All the above-listed indicators present an over-all picture 
of capital investments: the structure of investments and their 
distribution by social sectors, industries and districts an. tteix 
relation to the extent of completion and renovation of basic capi- 
tal. These indicators, however, do not characterize the ultimate 
results of the Investaersts . 
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Geared to the demands of the national economy for more pro- 
capacity, p*. » «» P— «« rf c »=.= 

„ «. dateroinlas « «- rU “' 

It characterizes the result, « capital cosatractlca, .c «c -P-H, 

the retcra. oa -pi»l iaveata^ta, that 1. the Product of 

construction . 

The plan for the introduction of new basic capital and pro- 
duction capacities determines the volume ana structure of capital 
investments e Although the final plan for the expansion of basic 
capital is drafted after all the calculations of the capital works 
plan have been made, it is precisely the demand for nev, basic capi- 
tal that is used as a criterion for these calculations; the require- 
nents for a given period; hence the volume anc structure of completed 
investments; that is the requirements for future years; hence, also, 
the volume and structure of uncompleted investments, that is the 
volume and structure of the current stockpile. For this reason, as 
vill be shown later, the production capacity factor is used as a 
basis for planning the reproduction of basic capital. 

, ,, ,-h.. Addition of W- w Basic C apital per 

). Investme n ts and the Aaara g; 

. . Councils of Minister- of the Union 

Ministries, henartmentn, and Councils 

Republics 

It is these indicators that are approved in the national 
economic plan since they indicate the specific assignments, tied 
!n with the indexes for the Soviet Union as a whole, to various in- 
dufffcrl©** and ecooceic areas. 

The plan drafts submitted by the ministries, departments, 
and council, of ministers of the union republics serve as a basis 
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for the detailed elaboration of the social , industrial and terri- 
torial aspects of the plan and for an analysis of the planned 
changes in the structure of capital investments# 

^# Title Lists 

The capital investments approved for every ministry, depart- 
ment, ana council of ministers of the union republics are divided 
Into above-limit and below -limit investments • 

Above— limit investments are those applying to constructions 
and projects individually approved by the government in the title 
lists. Beginning with 193^, the government has been fixing defi- 
nite and differential limits of estimated costs of construction 
projects , for various industries, with a view to including such 
projects in the state plan. If the estimated cost of a construc- 
tion project of a particular ministry equals or exceeds the govern- 
ment-fixed limit, such a project must be approved by the government 
and included in the title list which is submitted along with the 
draft of the entire national economic plan* The title lists of 
construction projects whose estimated cost is below the fixed limit 
are approved by the respective ministry. The ministries are there- 
by granted certain rights and possibilities for independent attri- 
bution and redistribution of a certain part of the capital invest- 
ments. 

Differential limits of the estimated cost of above -limit 
projects are fixed for various industries. At present they range 
from 5 to 25 million ruoles. The capital investments in above- 
limit construction projects account for more than l/2 of all capi- 
tal investments. 
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Tims the above-limit investments appearing in the govern- 
ment-approved title lists are subdiviued into individual construc- 
tion and other projects. Reflected in the title lists, also, ares 
the volume of, and time required for the addition of, new produc- 
tion capacities and basic capital; the distribution of new con- 
struction projects; the concentration of funds on projects to be 
commissioned; and the creation of material stockpile for the con- 
struction of different projects . 

The below-limit investments, although not approved in de- 
tail within the national economic plan, must also be substantiated 
in every vay. ^he plan for seiow -limit investments must indicate 
the purpose of such investments: the expansion of the existing en- 
terprises and plant shops, new enterprises, power plants, dwelling 
houses, public health institutions, etc and also the expenditures 
on equipment requiring no installation . 

6. The Plan of the Construction Industry 

The capital works plan contains a system of indexes for one 
of its special subdivisions, the construction industry plan: the 
distribution of construction and installation work by construction 
organizations, technical progress in construction, increase in labor 
productivity, reduction in the cost of construction -installation 
work, etc. 

Thus the directional and designated indexes of the capital 
works plan apply to the organizations whose basic capital Is ex- 
panding (client organizations) as well as to those carrying out the 
construction (construction organizations). Sometimes those Indexes 
coincide — If an economic organization does Its own constructing. 
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However when the volume of contract work is particularly large, 
the major part of the capital wax*ks plan rs assignee, to the cxiert, 
on one hand, and the building contractor, on the other. This pe- 
culiar way of designating the plan is due to the characteristic 
features of the construction industry which will oe discussed be- 
low. 

The state planning of capital works goes through the same 
stages as the planning of the national economy as a whole. In re- 
gard to place and significance, however, the capital works plan dif- 
fers from the other subdivisions of the plan at various stages » 

The definite economic and political problems of the develop- 
ment of the national economy during a given plan period (five-year 
plan or one year), as outlined by the CP and the government, rep- 
resent the departure point for drafting the plan itself*. Normally, 
a system of so-called control figures for the development of the 
national economy during a given plan period is worked out on the 
basis of CP and government directives and on the oasis of long- 
range plans. When the control figures are approved by the govern- 
ment, they serve as a guide for the various ministries, departments, 
and councils of ministers of the union republics in working out 
their plans. 

Practice has shown that the most essential feature, fro© the 
point of view of planning organisation, is not only the provision 
of increased production by industries in the first stages of the 
plan but also the fixing of capital investment limits for the 
ministries, departments, and councils of ministers of the union 
republics. The capital investment limits determine the needs and 
possibilities of the national economy for expanding the basic capital 
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Id the various ministries. These possibilities cannot be determined 
by the ministries and departments themselves, and the capital in- 
vestment limits must therefore be fixed by a central body before 
the final draft of the plan, 

Quite another tiling is the utilization of these investments 
as well as the utilization of the existing and added basic capital, 
the utilization of labor force, etc. The solution of these ques- 
tions call for wider initiative from all the workers . 

The planning of the national economy reflects the creative 
effort and initiative of millions of workers. It is their advanced 
experience that forms the basis for plan assignments. J. V. Stalin 
pointed out that the "... production plan reflects the living un- 
practical activities of millions of people" (J. v . Stalin, Sochi- 
neniya /Vorkg7, Vol 13, page 80). The KP directs the planning of 
the national economy not only by its leadership over the planning 
organs but also by its daily work among the masses of workers, 
peasants, and Soviet intelligentsia. The KP organizations of the 
various localities, plants, mines, construction projects, collec- 
tive and state farms, scientific institutions, and projects or- 
ganizations, etc, mobilize the reserves which form the foundation 
of the progressive norms specified by the plan. Developing self- 
criticism and criticism from below among the masses, the KP or- 
ganizations disclose new production reserves within individual 
branches of the national economy, as well as reserves that facili- 
tate the improvement of interindustry and interrayon proportions 
and connections, the enhancement of the practice of self-sustain- 
ing operations, the improvement of the wage system, etc. 
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The drafting of place after the control figures have been sp 
proved cannot be considered as merely giving concrete expression to 
general tasks already outlined. The control figures of production 
are the minimus tasks subject to improvement locally and by the ac- 
tive participation of millions of workers . By approving the direc- 
tives, or control figures, the government sets up a minimum, not a 
maximum, for production, labor productivity, etc. The capital in- 
vestment limits, on the other hand, represent a maximum with which 
the ministry must comply in its planning of production, labor pro- 
ductivity , surpluses , etc, for its enterprises * 

The fixing of capital investment limits before the final 
draft oi the local plans is of much organisational importance j it 
nmkes it possible to coordinate the plan projects of individual 
organizations with the national economic possibilities for the re- 
production of basic capital. 

The plan projects worked out on the basis of capital invest- 
ment limits and submitted to the government by the ministries, de- 
partments, and councils of ministers of the union republics contain 
detailed figures on all the above-discussed indexes of the capital 
works plan. It is thus made possible to combine the state-wide 
plan calculations with projects submitted by individual organiza- 
tions, so to speak, and achieve an optimum coordination with a view 
to assuring the state-wide needs, as well as those of the different 
ministries and deportments of the union republics. 

The difference in the expansion tempos of different indus- 
tries is chiefly and primarily determined by the distribution of 
the total volume of capital investments among the industries. Con- 
sequently the determination of the desired distribution of the major 
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part of 'she accumulations * basic capital accumulations * in the first 
stage of the plan drafting serves as a methodological basis for de- 
fining the proper proportions in the locally drafted plan projects* 

Thus the fixing of state limits on capital investments prior 
to the drafting of local plan projects is one of the most important 
T>re condition 3 for reflecting the requirements of the law of system- 
atic proportional development in every plan project submitted by 
the localities* This is very important since national economic 
planning depends largely on such projects caning "fraa below ! «~ 
from enterprises and rayons through ministries* departments* and 
councils of ministers of the union republics » 

The planning of capital works on a national economic scale 
is substantially different from planning capital works for an in- 
dividual ministry* rayon* enterprise* etc. And this is not only 
because the ucalee of planning are different. 

The drafting of a capital works plan by an individual ministry 
is based on several conditions that apply to tht particular min istry: 
the plan projects are contingent upon the availability of so many 
funds (financial and material) to the ministry* on such and such a 
numerical increase of workers, on so many orders from its clients* 
etc • These conditions cannot be estimated and determined by the 
ministry itself. 

But the planning on a state-wide scale is qualitatively dif- 
ferent In that It 1 b expected to substantiate the capital works plan 
In every possible way. And such substantiation is possible only 
when the planning is done on a national scale. Reflected ia the 
national economic plan is the actual state of affairs. The system 
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of computing material, financial and labor resources makes it x>os** 
sible to substantiate every task outlined ±:n the ~xar - 

•The substantiation of the capital \rorks pi uxi is governed by 
the following important objectives s 

1* Substantiation of the plan with a view to meeting the 
requirements of the national economy for the reproduction of basic 
capital . 

h. Substantiation of the plan by providing it with the 
necessary material, labor and financial resources. 

CHAPTER III. SU3STAKTIATI0K OF THE CAPITAL WORKS FLAK 
WITH A VIEW TO iffiETIHG THE IUWIRBIENTS OF THE NATIONAL ECONOMY 

The substantiation of the capital works plan, like any other 
part of the whole plan, consists first of all in its coordination 
with the volume and structure of the national income. 

The higher the rate of national income accretion, the larger 
the material funds available for consumption and accumulation in the 
national economy, the larger the funds designed to meet the current 
demon ® society and facilitate the expansion of production. The 
increase of the national income per industrial worker represents 
growing labor productivity, the most important resultant indicator 
of improving production. The faster the growth of the national in- 
come as a whole — at a given numerical strength of workers in the 
production field — the higher the degree of socialist production 
improvement on the basl3 of advanced technology. 

growth of the national income In the USSR, all of it the 
property of the working people. Is strikingly demonstrated in that 
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the K?*s economic policy is governed by "the basi^ economic law of 
socialism . 

The growth of the national income in the USSR is character- 
ized by the following figures: 



mi 

mi 

±22. 

±221 

1940 

1990 

1994 

In # of 1913 

100 

119 

SIT 

459 

611 

1,002 

1,500 

In 9 of 1926 

34 

100 

i_o2 

385 

513 

842 

1,260 


Thus the ±9?k national income was 15 times that of 1913 and 
12.6 times that of 192 c. While in the capitalist countries the na- 
tional income expands at a snail's pace,* and with interruptions, 
and the workers ' share of the national income is steadily diminish- 
ing, the national income in the Soviet Union continues to grow at 
an unprecedented rate and is used exclusively to meet the people's 
needs • 

Assuming that vne elimination of parasitic consumption, the 
liquidation of open and concealed unemployment, anc the natural in- 
crease in papulation have combined to double the number of workers 
engaged in material production as compared with 1913, social labor 
productivity in the USSR in 1953 vac more than 7 times that of 1913 — 
and this against the background of a shorter work day, better work- 
ing conditions, and no unemployment • 

The planning of capital works facilitates the best solution 
of the problem of tempos and p r o por tions in the national economy, 
that is a solution that would insure a maximum increase in the na- 
tional income* continuous coordination between the planned 

volume of capital investments and the national income with its ac- 
cumulations facilitates the achievements of both the desired 

- 60 - 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 





Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 


proportions vithin the economy and the subordination of the capital 
works plan to the requirements of the basic economic law of social- 

ism. 

The basic objective of the part of the national income al- 
located for accumulation is the increase in basic capital. Conse- 
quently, the determination of the optimum coordination between con- 
sumption, accumulation, and reserves within the national income is 
closely tied to the determination of the possible and necessary 
volume of capital works within the limits of a Given national in- 

come • 

In the long-range plan for the development of the national 
economy the volume of capital investments is determined by the ag- 
gregate national income for tire years to be covered by the plan. 
This, of course, requires that account be taken of the structure 
of the accumulated part of the national income, the relative in- 
crease in ^sic capital, and the possible variations in that in- 

crease . 

If, for example, the part of the national income to be ac- 
cumulated over the entire five-year plan amounts to a thousand bil- 
lion rubles, and the accumulation of basic capital accounts for 
about 9056 of the total, then the total investment in the five- 
,*ar plan will amount to about 900 billion rubles - expressed in 
the same monetary value as the entire national income. 

The rate of increase of the national income and, therefore, 
also, its volume in each year of the five-year plan largely depend 
on the scale, structure, end the efficiency of capital works. It 
should not be assumed, therefore, that the national income and its 
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structure, in their final form, are allegedly determined first and 
the volume of capital works afterwards . 1'heoe very important in- 
dicators axe gradually defined and exert a mutual effect on each 
other , in the process of drafting the national economic plan. The 
conformity of the actual national income under the plan with the 
planned volume of capital investments , however, must be maintained 
at every stage of the plan drafting. 

ihus the conformity of the capital works plan with the re- 
quirements of the national economy is reflected very generally in 
the link-up between the total volume of capital investments and the 
accumulated part of the national income. 

In its natural -material form, the accumulated part of the na* 
tional income represents a growing stodqoile of various industrial 
and agricultural products and an increase in basic capital. The 
excess of capital investments over the basic capital accretion in- 
cluded In the accumulation equals the amortization sum required for 
capital construction puxpcces - 

Thus before comparing it with the volume of capital invest- 
ments, the accumulated part of the national income should be re- 
duced by the amount of working funds and increased by the amount 
of basic capital accretion through amortization . 

To tie in the volume of capital investments with the accumu- 
lated portion of the national income, it is necessary also to ex- 
press the compared items in the same monetary values . 

The monetary evaluation of the planned volume of capital 
works now in use is such as to make possible a comparison between 
the capital works of different industries, different years, etc. 
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The same volume of construction or installation work is expressed 
in the same monetary values regardless when and where it has been 
carried out. The same also applies to the valuation of equipment 
and other elements involved in capital works . At present the com- 
parison of different volumes of capital works through the medium 
of money is achieved by the use of the uniform estimated cost of 
capital works in existence on 1 July 1955* 

The national income is also calculated in prices which have 
been compared over several years -- but not the same prices -- and 
used for estimating the cost of capital works . 

The difference in the prices may be quite large. Although 
this difference does not prevent the correct determination of the 
dynamics of the national income and the dynamics of capital invest- 
ments — since a different set of prices is used for each type of 
dynamics — it is still impossible to draw a comparison between the 
absolute amounts. 

Thus, for example, if we compere the corresponding figures 
of the Fourth Five-Year Plan we will get the following results (in 
billions of rubles): 


National income under the 1950 plan 177 

(in 1926-27 prices) 

Relative weight of accumulation 2l£ 

Absolute extent of accumulation 37 • 2 

Capital investment volume for 5 years (in 250.3 

estimated coats of 19 ^ 5 ) 

Approximate volume of capital investments 60- 70 
in 1950 
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It appears that the entire accumulation ( 37 • 2 billion rubles) 
is much smaller than the volume of capital investments (($0—70 bil— 
lion rubies ) . It should be borne in mind, however , that the 19^5 
estimate prices were considerably lower than the 19^6— 1927 prices 
in which the national incane was expressed. Thus, to compare the 
volume of capital investments with the accumulated portion of the 
national income in this case we should at least know the average 
index of the estimated costs of 19**v as it relates to the cost of 
capital works in 1926-1927 . 

A direct comparison between the capital investment volume 
and the accumulation fund of the national income calls for a cor- 
responding recalculation of the monetary valuation of the capital 
works volume - 

To make an approximate estimate of the possible anc necessary 
volume of capital works during the plan period, it is sufficient to 
determine the rate of increase of the accumulated portion of the na- 
tional income in tne plan period as compared, viuh whs preceding plan 
period. Subject to certain conditions, the percent of increase in 
the volume of capital works, reckoned in comparable prices of the 
estimated cost, equals the percent of increase in the accumulated 
portion of the national income in comparable prices . 

In this chapter the problem of substantiating the volume of 
capital works with the necessary assortment of resources is put 
aside for the time being. From a methodological point of view it 
is important to use the requirements of the national economy as a 
guide for the planning of capital works with a view to determining 
the possibilities for providing the necessary labor, material and 
financial resources for the desired vol*s«e of capital works • 

- Gk - 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 





Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 


This, of course, does not preclude the existing practice of 
interweaving the analysis of capital works from the viewpoint of 
the national economic requirements with its analysis from the view- 
point of material procurements for it. The decisive role of the 
national economic requirements, however, always remains in force. 

This means that the efforts of the planning organs are directed 
not toward the subordination of the capital works plan to the 
available resources but, on the contrary, to bringing the resources 
up to the level required for the implementation of the desired volume 
of capital works . 

There is an objective possibility for that a 3 long as the 
expansion of the capital works volume is coordinated with the in- 
creasing accumulation in the national income. Indeed if the grow- 
ing nations! income is accompanied by a numerical increase in the 
labor force engaged in material production and an increase in labor 
productivity , it may be stated with confidence that the expansion 
of accumulations is assured. This, in turn, determines not only 
the necessity but also the possibility for securing a correspond- 
ing increase in the volume of capital works. 

The amount of the national Incase, the basic capital accumu- 
lation, and the total limit of capital investments in the national 
economy are gradually defined with greater precisian during the 
drafting of the national economic plan. 

The coordination of the total volume of capital works with 
the accumulated portion of the national incase is only the first, 
though very import ant, step toward the establishment of the neces- 
sary proportions between capital works and the development of the 
entire national economy* 
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In addition to defining the total volume of capital works ^ 
it is necessary to coordinate its industrial structure vith the 
planned development of the different branches of the net iorzeu 
economy* Such calculations are, of course, approximate arc general. 
They are very important ^ however > for maintaining the desired Pro- 
portionality in the different -variants of the plan under considera- 
tion . 

‘flic industrial structure of the capita^ kr/cs tments, as shown 
in the preceding chapter, reflects in summary form the CP policy in 
distributing funds among the various inuuotries according to their 
part in communist construction > 

The industrial structure of capital investments makes pos- 
sible an approximate definition of the actual proportion oetveen 
the rate of increasing capital investments by industries and the 
plannee rate of development of these industries . Such proportional 
development, however, carrot be verified by a direct comparison be- 
tween the increasing rate of capital investments (investments in 
industry - for example) and the increasing rate of commodity output. 
Such a direct comparison would amount to economic illiteracy since 
the increasing rate of capital investment does not necessarily equal 
the expansion of basic capital; the increase in commodity output, 
on the other hand, directly depends on the expansion of basic pro- 
duction funds . 

Let us take a hypothetical example (say in billions of rubles 
and in comparable monetary expression ) • 
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Current 

Year 

Plan 

Year 


Basic production funds at year’s end 

205 

225 

109.7 

Average annual basic production funds 

200 

220 

110 

Capital investment during the year 

15 

20 

133*3 

Uncompleted capital investments at year’s 

end 10 

10 

10^ 

Commodity output 

100 

120 

120 


Such correlations are quite possible. - ctually 3 if the 
amounts of uncompleted capital investments at the beginning and end 
of the plan year are equal, the volume oi capital investments coin- 
cides with the volume of the commissioned new oasic capital. That 
is exactly why the basic capital was increased by the amount of capi< 
tal investments, that is by 20 billion rubles (225-220). A compari- 
son between the growing commodity output and the increasing volume 
of basic production funds (better yet, with the average annual in- 
crease in basic production funds) will lead to the conclusion that 
an improvement in the utilization of basic capital is being planned: 
the commodity output is increasing at a faster rate than the basic 
capital. As for the capital investments, their rate of increase ie 
much faster than the output of commodities , and particularly in com- 
parison with basic productive capital. 

Consequently, before analyzing the proportional relation be- 
tween the industrial structure of the capital investments and the 
planned increase in cocmodlty output by various industries , it is 
necessary to establish the expansion rate of the ann ua l average 
basic capital which will be attained under the planned volume of 
capital Investments In these industries. 

Ttm correlation between the increasing commodity output and 
expanding basic capital is very important inasmuch as it reflects, 
in a general way, the efficiency of basic capital utilization . 
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The output of industrial coaaodities in the postwar period, 
as compared to 1940 , was greater than the expansion of basic pro- 
duction capital, while the prewar output of ccasaodities expanded 
at a slower rate than the !«--aic production funds. Here are the 


pertinent figures: 


ibqpansion ox” production funds 
in industry 

Increase in gross ecx^rtoc ity 
output of industry 


1931 in ,i 1937 in > 1950 fn 
of 1923 of 1932 of lgftP. 


- Heavy industry 

It should be enxrtnsizeb , however, that these toou^. rcyul«~ 
are obtainable when vast reserves oi’ equipment are available Tor use 
la several industries. Thus in the coal and lumber industries there 
is still .:vr. obvious disparity between the increasing technical equip - 
:aent of these industries ar.d the rising elficiency >-x ^ibor employed 
in coal extraction and lumber production . 

An analysis of the general proportions, node by approoeixaate 
calculations and with the aid oi general indexes, inportent as it 
may be, is still quite inadequate for substantiating the capital 
works plan . Such an analysis cannot reveal the connections between 
the capital works plan and the requirements of the national econocxy 
for more basic capital. 

A plan for the introduction of new production capacities and 
a plan fer the introduction of basic capital are worked out wito a 
view to tying in the capital works plan with production needs. 

The plans far the introduction of production capacities and 
basic capital are drawn up on the basis of the production capacity 
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inventories in individual industries* ^hese inventories show the 
production capacity available as of the beginning of the plan year 
and defined on the basis of progreso ive labor methods, and the 
planned accretion of productive capacity for the year through new 
construction as well as through the improvement of technological 
processes. 

All the available possibilities for increasing production 
by a better utilization of the productive capacity of the existing 
enterprises are brought out and defined while working out the pro- 
duction capacity plan. The huge production funds created by the 
efforts of the Soviet people make it possible to sharply reduce the 
capital investments required to maintain the necessary increase in 
production even when the capacity-utilization factor shows a rela- 
tively small increase. 

In his report to the Nineteenth CP Congress, M. Z. Seburov 
pointed out that in certain branches of the industry the capacity 
of enterprises had been reduced. "The State Planning Commission 
of the USSR," M, Z. Saburov said, "must improve its efforts to find 
new productive capacities and use them for filling state orders and 
wage a determined struggle against all sorts of narrow departmental 
tendencies to reduce the production plans." 

A better util ization of the existing productive capacities 
in the Fifth Five -Tear Plan was expected to produce about 30 §& of 
the entire five-year increment of pig iron smelting in 1955, about 
25% of the entire increase in coal extraction, and about 303& of the 
Increase in cement production. 

As a result of the struggle to fulfill the Fifth Five-Tear 
Plan for ferrous metallurgical production in 1951 - 195 ^, the 
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utilization of available inner reserves by the operating enter- 
prises made it possible to produce «on additional 4 million t of 
pig iron a year, more than 6 million t of steel and almost 6 mil- 
lion t of rolled metal. 

Let us consider the state of productive capacity in the hypo- 
thetical case of the enterprises producing commodity A. The follow- 
ing data are used as a point of departure 2 (l) current year pro- 
duction 13 million t, planned for next year 1 6 million t; ( 2 ) annual 
productive capacity of enterprises making commodity A as of 1 Janu- 
ary of current year 16.3 million t, capacity increment achieved by 
Improving technology in current year 0.4 million t and by intro- 
ducing new productive capacity in current year 2 million ti ( 3 ) ca- 
pacity increment expected to be achieved by the introduction of im- 
proved technological processes during the plan year is about one 
million t; (4) no capacity decrease in the current or plan year; 

(5) new plants and technological improvements introduced at various 
periods during the current and plan year account for Q.33 of the an- 
nual working period; in other words, the average factor of recalcu- 
lating the entire annual capacity increment into an average annual 
capacity increment, based on new construction and improved tech- 
nology, equals 0 . 33 . 

Under these conditions, the productive capacity under the 
plan, as applied to commodity A (in millions of tons), may be pre- 
sented as follows . 


TO - 






U CSoi'fWt ymt 

2, nm ywrt 

(ft) with m invariable 
c ftpftoity utlllaB- 

tfm fftctar 

(b) capacity utiliaa- 
tloo factor In- 
flftftftfttoj from 
0*76 to 0.60 
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Column 4, "Capacity Increment Achieved by Adding Sew Basic 
Capital,” ie dependent on the rest of the indicators in the table. 

In this case, given the above -indicated factor of 0.33 an< ^ assuming 
that no capacity reduction took place, such dependence is expressed 
in the following formula i 

Col k • (col 7 t col 9 - col 2 - col 3 x 0.33) + 0*33 

As may be seen from the above table, it took only a k decimal- 
point increase in the utilization of productive capacities during 
the plan year to reduce the necessity for introducing new capacities 
by l/2, from 6 million t to 3 million t. 

The improvement of productive capacity utilization at the 
existing enterprises is achieved throjgh technical progress, ra- 
tionalisation of production, mass inventiveness , anu socialist com- 
petition; it also makes it possible to attain the desired rates of 
production expansion with a considerably smaller volume of capital 
investments . 

The establishment of planned progressive norms of productive 
capacity utilization at the operating enterprises calls for a 
thorough study of the advanced methods employed by the best enter- 
prises for introducing advanced machinery and technology, and a 
definition of the concrete measures required for improving the ca- 
pacity utilization factor. 

The 0.33 factor produced by recalculating the capacity of 
new enterprises Into average an nu a l capacity was used in the above 
exaaple to simplify it. A speed up of construction, however, would 
increase ttat factor and thereby also reduce the dependence of pro- 
duction expansion on added capacity. 

- 72 - 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 





1 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 


Indeed, If we were to raise the above factor in our example 
to 0.5, the planned volume of construction would require 1.6 million t 
of new productive capacity instead of 3 million t. If the intro 
auction of new capacities continued at the 3 -cillion-t levex, it 
would be possible to increase the commodity output by O.56 million t. 

Thus the coordination of the construction program with the 
production plan calls for the fullest exploitation of all possibili- 
ties both in the utilization of available capacities and in speeding 
up construction work. 

The available productive capacities of the enterprises of 
given industry during the plan year make it possible to coordinate 
the production plan only with the part of the capital works volume 
applying to the new projects commissioned during the same year. 
Serving as a basis for the planning of current stockpiles in the 
construction industry is the production capacity of the industry's 
enterprises during the coming years covered by the perspective plans 
for production development . 'ihe combined total of these productive 
capacities makes it possible to determine the productive capacity 
of the enterprises to be commissioned during a given year and the 
stockpiles to be accumulated for future use with a view to solving 
the current economic and political problems of national economic 
development. These figures and the degree of completion of the 
projects under construction in the current year, aa well as the 
completed estimates on new construction projects serve as a basis 
for up the title lists. Coordinated with the available pro- 

duction capacity, the title lists reflect the rate of the growing 
productive capacity of every industry required by expanded social- 
ist reproduction in conformity with the basic economic and political 
problems of the plan year and future years. 
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The title lists of above-limit construction and the Invest- 
ments in below-limit construction, in turn, determine the necessary 
volume of capital investments within the estimated costs . 

Thus the calculation of productive capacity, based on pro- 
gressive norms of equipment utilization and the possibilities for 
speeding up the introduction of new productive capacity, is the 
foundation of the entire capital works plan. These productive ca- 
pacities serve to tie in the construction program with the principal 
part of the national economic plan, the production plan, -ill.; 
brings up the problem of improving the methodology of calculating 
productive capacity by the use of 3 principal methods j 

First, by the correct definition of the production capacity 
itself and by taking into account all the possibilities for increasing 
capacity revealed by leading production workers* by taking into ac- 
count the capacity increment achieved not only by new construction 
and expansion, but also by improving the technological processes at 
the existing enterprises; 

Second, by planning the maximum capacity utilization, estab- 
lishing veil-grounded progressive noma of equipment utilization 
and defining the concrete measures required to Insure a rising norm 
of equipment utilization; 

Third, by m^ fr in g provisions In the plan for possible reduc- 
tions of construction periods. 

Tie calculation of the productive capacity of individual in- 
dustries has certain peculiar characteristics. 

The industries producing a large variety of cottaoditles (the 
building, food and light industries , etc) cannot define 
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their productive capacity in summary form. Their statement of pro- 
duction capacity, however, is drawn up on the basis of their most 
important types of commodities approved in the production plan* 

The distinctive feature of the productive capacity of power plants 
is that the stated capacity volume itself contains capacity re- 
serves which do not figure in the production program. The power 
production industry must have a large reserve of capacity ready for 
immediate use in the event of an unforeseen demand for more power. 
The only possible solution of the reserve problem under the present 
technological situation, which does not permit the "storing up" of 
electric power, is to create substantial reserves of productive 
capacities • 

A decision of the Eighteenth CP Congress provided for the 
creation of a permanent reserve of power -product ion capacity of 10- 
15$ in the industrial areas. In its directives on the Fifth Five- 
Year Plan for the development of the USSR in 1951-195 5 > the Nine- 
teenth CP Congress re -emphasized the importance of that problem 
and established the following policy in power productions 

"In the field of electrification, a rapid increase in the 
capacity of power plants should be assured to meet the growing de- 
mands of the national economy and the dally requirements of the 
population in electric power, and increasing the available reserves 
in the power networks." 

The July plenum of the TsK KPSS (1955) decided "to implement 
the construction of power plants and networks on a scale necessary 
to assure a more rapid development of power -producing capacity than 
that of the entire national economy." 
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Thus the planned productive capacity of the power plants 
must reflect the most rapid expansion of power -producing capacity 
not only for the purpose of supplying power to the national economy 
out also for the purpose of creating the necessary capacity reserves 

of the power plants. 

The problem of creating or maintaining definite capacity 
reserves also applies to several other industries. Thus, for 
example, the planning of railroad construction takes into account 
the necessity for a certain reserve of traffic capacity. 

In planning productive capacities for sugar refining plants, 
fish-processing plants, transportation facilities in agriculture, 
etc, provisions are made for adequate reserve capacities to take 
care Of the seasonal spurt in production. 

For certain types of commodities, the combined volume of 
productive capacity applicable to a particular product as a whole 
is inadequate for coordinating capital construction with the pro- 
duction program. Thus, for example, the capacity for the produc- 
tion of rolled metal cannot be determined until the capacity for 
the production of every design of rolled metal has been established. 

A defined volume of productive capacity, as has already been 
mentioned, facilitates the coordination of the capital works plan 
with the production program in various branches of production. 

The capital works plan in the unproductive field is built on 
the basis of its tie-up with the planned expansion of housing facili- 
ties, public utility institutions, the network of schools, hospitals, 
bealth resorts, etc* 
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Tbe initial data required for such coordination ares 

1 . Basic capital in operation as of the beginning of plan 

period! 

2. Norms of insuring appropriate funds for the population: 
housing noms expressed in square meters per person, vater consump- 
tion norms reckoned in terms of 1,000 people a year, number of hos- 
pital beds per each 10,000 people, etc. 

Actually, the balance method of calculation is applied here 
too, but there is one very substantial methodological difference — 
while the coordination between capital construction and social 
needs within the framework of productive capacity calls for the 

utilisation of the existing production sites, the basis for 
coordinating capital construction with social needs within the 
framework of housing, school facilities, etc, is the expansion of 
floor space with a view to creating the most favorable cultural 
and living conditions for the working people. 

Production capacity and unproductive basic capital serve as 
a basis for planning capital construction and commissioning new 
projects designed to serve the needs of the national economy. 

The pi-rming of individual projects has case to be expressed 
lii “the farm of 'ti’tle lls'ts* 

Title lists of capital construction represent the most con- 
crete portion of capital works. 

Special tables of the national economic plan, referred to at 
title lists, contain a listing of all construction projects whose 
cost equals or exceeds the Units find by the govemnent for the 
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various branches of the national economy, that is a listing of all 
above-limit construction projects. 

All the most important construction indexes are approved in 
the title list for every above-limit construction project. 

The title lists of the annual capital works plan contain the 
following indicators (see table on page 80; figures are conditional). 

The list of titles of above-limit construction are made up 
separately for each ministry and department. 

The determining factor in the compilation of title lists 
are the national economy requirements for new productive capacity 
to be introduced during the plan year and the following years, re- 
quirements brought to light by defining the volume of productive ca- 
pacity. It is important that the title list provide for the sys- 
tematic quarterly introduction of new capacities so as to keep in 
step with the necessary increase in the average annual productive 
capacity as well as with the introduction of new capacities in the 
allied branches of production. 

In the hypothetical example under consideration the intro- 
duction of new productive capacity amounting to 3 million t is in 
keeping with the requirements of the known volume of productive ca- 
pacity. This presupposes that the capacities for producing commodity 
A are concentrated in one ministry. In most cases It is not so, and 
the productive capacities are provided for not in one but in several 
title lists. For instance, the coordination of anything with the 
capacity for coal extraction calls for the figures contained in 
the title lists of not only the Ministry of the Coal Industry USSR 
but also of the ministries of local fuel industry, etc. 
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Consequently, from the viewpoint of national economic re- 
quirements, the title lists should be made up so that the introduc- 
tion of new capacities in the current year (col 1C) and the periods 
in which they are ccmmissioned (col 12) should produce the necessary 
expansion of productive capacity, through capital construction, 
during each quarter of the year. To assure the solution of the 
perspective problems of national economic development, we must see 
to it that the planned full capacity of the projects under construc- 
tion (col 3) — taking into account the year construction began and 
the year it is to be completed (col 2) — is up to the required 
prospective capacity expansion • 

In our 1 example, the enterprises whose construction is planned 
to begin next year (Ho 6 , 7, 0 , 9, and 10) will have a combined 
rated capacity of 5 million t. Only one of them (No 10) has been 
under construction since last year, the others are to be started 
in the plan year. 
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The title list of construction by , the ministries, departments, 
and councils of ministers of the union republics is substantiated 
in much greater detail. Methodologically, the compilation of the 
title list by a ministry is not different from its compilation by 
the state central planning oodles. For the minis-ury, however, it 
is very important, first, to know the limit of capital investments 
which provide for a definite state -approved ceiling of capital in- 
vestments and consequently also for the title list. Secondly, the 
desired volume of productive capacity can be built by the ministry 
only on the basis of a definite, state -approved volume of production 
for the plan year and (in approximate figures ) for a number of years 
to follow. 

The ministry, on the other hand, compiles and approves the 
title lists covering the entire volume of its capital investments, 
that is, it also distributes under appropriate titles the below- 
limit capital investments approved for every ministry in a lump 
sum. Besides, the ministry and its main administrations approve — 
in regard to both above-limit and below -limit construction items in 
the title list — all the auxiliary title lists for individual con- 
struction projects, that is the title lists of completed portions 
of any particular item, such as individual buildings, parts of a 
building, drive ways, foundations, dams, etc. Auxiliary title 
lists are very important for proper organisation of construction 
and for controlling the implementation of the capital works plan. 

A combined plan for Introducing new productive capacity and 
basic capital Is drafted on the basis of the title lists if such 
lists are fully coordinated with the productive capacity volume. 
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The plan for the Introduction of new productive capacities 
is approved, within the national economic plan, in terms of the 
most important types of commodities to be affected by the added 
productive capacity. The new productive capacity to be added for 
each of the mentioned commodities is fixed for each ministry, de 
partment, and councils of ministers of the union republics. 

The combined plan for the introduction of new productive 
capacities determines separately: (a) the introduction of new ca- 
pacities by building new enterprises and rebuilding and expanding 
existing ones; (b) the exploitation of additional productive ca- 
pacity at the existing enterprises by mechanizing and intensifying 
production, improving the technological process, replacing or in- 
stalling new equipment, rebuilding the existing heavy machinery 
and other organizational and technical measures. 

The plan to introduce new basic capital is set up for every 
ministry, department, and the councils of ministers of the union 
republics as a whole without specifying such basic capital in con- 
nection with individual construction projects. Column 11 of the 
title list, "Introduction of Basic Capital," is merely used to cal- 
culate and substantiate the total volume Of basic capital planned 
to be commissioned . Column 11 ie now excluded from the established 
title lists. The distribution of added basic capital among differ- 
ent projects does not have to be approved in the state plan. There 
is no need to consult a ministry to a previously-fixed method of 
distributing new basic capital among different projects. From the 
national economic point of view it is Important that a given volwm 
of capital investments produce a definite increment of basic capi- 
tal as a whole so that the vol«M of uncompleted obstruction could 
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thereby be held within definite limits. As for commissioning new 
projects, it is important that the volume and periods of introduc- 
tion of new capacities, rather than of new basic capital, be estab- 
lished for them — ana that is reflected in the approved title lists. 

The title lists of capital investments are used as a basis 
for defining the balance of basic capital, one of the most important 
integral parts of the national economic balance. 

GENERAL ASPECT OF THE BASIC CAPITAL BALANCE 

Ministries 
and depart- 
ments 

1 

The balance of basic capital makes it possible to analyze 
the expansion rate of basic capital as a whole by social sectors 
and industries and to differentiate between productive and unpro- 
ductive basic capital. 

The figures contained in the balance are used also for de- 
termining the annual average of available basic capital. A com- 
parison between the dynamics of basic productive capital and the 
dynamics of production, as was shown above, is necessary for ana- 
lyzing the efficiency of basic capital utilization. The balance 
of basic capital is also important for analyzing the correlation 
between the ordinary reproduction and expansion of basic capital 
(considering the cost of capital repairs). 

Very important for an analysis of the capital works plan as 
a whole, in addition to the basic capital balance, is the balance 
of uncompleted capital works which looks like the following: 

• 83 - 


Basic capital Introduction Decommis- Basic capi- 
at beginning of basic sioned basic tal at 

of year capital capital year *8 end 

2 3 S 5 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 




Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 



Capital 
invest - 

Unfinished nents not 

capital Capital Introduc- increasing Unfinished 

Ministries works at work done tion of the cost capital 

and depart- beginning during basic of basic works at 

ments of year the year capi t al capital year 1 s end 

1 2 . 1 - _ ** 5 . 4 . 

Col 6 = col 2 + col 3 - col 4 - col 5 

Within certain limits , the above 2 balances are alsc prac- 
tically important for an analysis of the capital works plan in dif- 
ferent ministries* ^he title lists , in particular, make it possible 
not only to break down the total volume of capital investments into 
completed and unfinished capital works for different ministries , but 
also to analyze the current material stockpile and its possible im- 
mediate utilization by ministries and industries. 

The improvement of the planning of a current material stock- 
pile in capital construction calls for more attention to the balances 
of unfinished capital investments. 

Attention is called to the inadequate use made of the basic 
capital balance and the balance of unfinished capital Investments 
(with the exception of a very general calculation of balances) for 
planning purposes . This is not necessarily because they are not 
required for drafting the national economic plan. The point is 
that the problem of revaluating the basic capital (commissioned and 
unfinished) according to the existing estimated coat has not yet 
been solved. The lack of such a solution compels us to resort to 
approximate estimates (with the aid of average indexes, etc) which 
tend to diminish the value of any conclusion that may be made from 
a more or less detailed analysis of the balances under consideration. 
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Title lists are used, further, for deter.ini.ne the breakdown 
of the capital investment volume into capital investments in new 
construction and capital investments in the expansion and recon- 
struction of existing basic capital. An analysis of this investment 
structure vith reference to individual ministries is particularly 
important since the expansion and reconstruction of existing enter- 
prises permits a more rapid increase in productive capacity at less 


The choice between the construction of a new enterprise and 
the expansion of an old one cannot, of course, be determined by 
the cost per unit of capacity. Such a choice can be made only when 
all the elements determining the efficiency of capital investm 
are considered. 

The title lists include both the construction projects begun 
last year and those beginning now. 

The problem of choosing between a new construction project 
and the expansion of existing basic capital is exceptionally compli- 
cated. It combines such questions as the rational distribution of 
construction, the concentration of facilities on enterprises to be 
coonissioned (puskoviye), and other very important constructions 
and projects, the creation of a current material stockpile in capi- 
tal construction, and the improved of the efficiency of capital 
investments. Precisely the choice of the particular construction 
to he undertaken reflects the solution of these questions. 

All the required estimates and figures on the new construc- 
tion must be available before it can be included in the title list. 
It is forbidden to finance and include in the plan contraction 
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projects for which no such documentation is available. Hence the 
problem of well thought out scientific planning for research and 
other projects to be constructed in future years. The projects 
under construction in the current year should also be’ used for pre- 
paring the necessary blueprints and estimates of the construction 
projects to be included in the title list in the year after the 
plan year. The master plans of the projects organizations, subject 
to government approval (since 1950), provide for both new projects 
to be constructed in the current year and research and other pro- 
jects scheduled for construction in coming years . 

The project -estimating documentation consists of documents 
covering the 3 project -planning stages: (1) the project assignment 
and its estimated cost; (2) the technical project and the estimate 
of its over-all cost; (.. ) the blueprints on the construction site. 

The project assignment includes all the basic elements char- 
acterizing future construction: the construction site, the type of 
commodities to be produced by the future enterprise, the productive 
capacity, the functional connect ion of the enterprise with the other 
enterprises and industries of the national economy, raw material 
and fuel sources, possible supplies of water and electric power, 
the principal types of buildings and installations, housing con- 
struction, and the periods and stages of construction* 

The project assignments sot approved by 1 October of the 
preceding year cannot be included in the annual title list of capi- 
tal construction* The project assignment, however, can be included 
in the title list eves If the technical project has sot yet been 
worked out* But the work permitted on such construction during the 
plan year Is oily preliminary and preparatory work, such as the 
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preparation of the ground, the acquisition of building mechanisms 
and transportation facilities, the procurement of construction ma- 
terials, the construction of railroad spur lines and quarries. 

Formerly the project assignments and technical projects of 
all types of construction had to be approved by the appropriate 
ministries, /t present any project assignment whose estimated cost 
is above the government -fixed figures must be approved by the 
Council of Ministers USSR, other projects anu the estimates of 
their costs are approved by the ministries and departments. 

Technical projects and estimates are approved by the minis- 
tries and departments. An exception are the very large construc- 
tion projects as well as the construction of new-industry enter- 
prises, regardless of their cost, whose technical aspect is ap- 
proved by the Council of Ministers USSR, important in preparing 
the right projects and estimates is the stcte committee on construe- 
tion under the Council or Ministers USSR. 

The project-estimating documentation is used as a basis for 
Including in the title lists the new projects which, when combined 
with the construction begun in the preceding year, produce the 
necessary capacity increment during the plan year and the necessary 
material stockpile for the future. The project -estimating documen- 
tation also determines the estimated cost of the planned construe- 
tlOOe 

The bases for determining the estimated cost of the current- 
year capital Investments in every construction project entered in 
the title list are: (a) the approved estimates or financial calcu- 
lations of estimated costsj (b) the utilisation of part of the 

o 
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estimated costa (for construction continued from last year)! and 
(c) construction periods. These data determine the volume of above- 
limit capital construction for different ministries as veil as for 
the national economy as a whole. To this should be added the budget 
figures on below-limit construction and the principal purposes for 
which it is designed. ^The total of above-limit and below-limit 
construction represents the entire volume of state capital invest- 
ments in the estimated construction costs (in our example it is 
2 billion rubles )• 

The estimated coot of the entire annual volume of capital 
works thus consists of the cost of the different construction pro- 
jects during a given year. Consequently the problem of reducing 
construction costs must be decided when the estimates of the cost 
of individual construction projects to be included in the title 
list are made. 

v>bat is the estimated cost of construction based on? 

A cost estimate is made on the basis of the technical pro- 
ject, approved consolidated estimate norms and approved price in- 
dicators. 

In a technical project provisions are made for the construc- 
tion and technical characteristics of any one object of construction! 
this is further used a* a basis for establishing the nature and 
quantity of the various so-called construction elements or types 
of work (m3 foundations, m3 earth-moving Jobs, a 2 plastering jobs, 
etc). The expenditure of materials, working time, and machine 
.hifts on each construction element is computed on the basis of 
tbs listing the consolidated estimate norms. Finally, the 
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approved price indicators and price lists make it possible to Id — 
dude the established cost of materials , working time and machine 
shifts in the estimated costs . 

Established on the basis of the technical project, consoli- 
dated norms and price indicators, is a so-called breakdown estimate 
of a particular construction project representing the estimated cost 
of each construction element based on the approved norms and prices 
as applied to the particular construction project. 

Thus the title lists of capital construction are made up on 
the basis of the project-estimating documentation prepared before- 
hand. 

Supposing that the balance sheet of a certain industry's 
productive capacity calls for the introduction of new enterprises 
during the plan year with a total productive capacity of 3 million t 
of commodities • Supposing it is also necessary to create a material 
reserve in the construction of enterprises of a total capacity of 
5 million tj the enterprises accounting for 4 of these 5 million t 
are to go into operation next year, and the rest (total l i n g one 
million t) are scheduled to be commissioned one year after the plan 
year. 

Moreover a definite portion of the new productive capacities 
introduced during the plan year is found to be short of the necessary 
material reserve carried over from last year to the extent of 0.5 
million t. That portion must be made up, say, by delaying the con- 
struction of small enterprises which can be started and completed 
in less then one year. 
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In this case, although the new productive capacities intro- 
duced during the year amount to only 3 million t, the new construc- 
tion projects to be selected for inclusion in the title list should 
have a total productive capacity of 5*5 million t. 

The drawing up of construction projects and their approval 
precede the drafting of the plan which is based on such projects . 

For this reason, the methods of compiling a title list should be 
governed by the project -estimating documentation since the same 
practice is used also in plan drafting* "^his, of course, does not 
preclude the possibility of eliminating from the plan any particular 
project which had been worked out, for example, without taking into 
account the latest technological advance that may improve the de- 
velopment of the planned industry. Such a project will either be 
substantially changed or replaced by a new one. 

With an adequate number of project assignments ana technical 
projects on hand, it should not be difficult to select a certain 
number of construction projects with a total productive capacity of 
5.5 million t, as shown in our example .\ But the problem is that the 
selection of a project must also meet several other requirements. 

Of these the following are the most important! 

1. The projects must meet the highest requirements of ad- 
vanced technology* One of the most important indicators of that is 
the production cost level of the future enterprises. 

2. The projects selected to be commissioned at certain time 
intervals (at least quarterly) should be in keeping with the national 
economic requirements lor the development of production in the par- 
ticular industry in ti^e next few years; these projects should also 
not exceed the given limit of capital investments. 
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t? 


3. The distribution of the planned projects roust be in keep- 
ing with the planned changes and distribution of production within 
the next few years. 

4, The beginning and duration of the construction of the 
different projects should be planned so as to prevent the dispersal 
of funds among numerous projects which is conducive to higher costs 
and slower construction . 

In his speech to the ’ll -Union Conference of Builders in 195^ > 
H. s. Khrushchev cited a striking example of the harmful effect of 
scattering funds to many projects. The Ministry of Railroads 3 ne 
said, has been building the Aokiz-Abaza railroad line since 1940. 

The cost of that construction project is 74 million rubles • Sixty- 
four percent of that amount has been spent in the last 13 years. 

Five million rubles are scheduled to be spent in 1955 * With this 
kind of planning the railroad construction will last 19 years. 

The right selection of construction projects as well as the 
improvement in the planning of such projects are closely related to 
the problem of the efficiency of capital investments. This problem 
is the object of special consideration and research work. However 
even the brief list of requirements to be met by the selection of 
oew construction projects shows that the national economic efficiency 
of capital investments cannot be judged by any one isolated indi- 
cator. The economic efficiency of capital investments in a social- 
ist national economy can be determined only by the degree of t h e i r 
conformity to all the above-listed requirements to be met in the 
selection of construction projects. The planning of a single pro- 
ject in a given area should be governed by considerations of the 
highest possible economy in the exploitation of the future project 
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as well as in its construction. But the problem of the economic ef- 
ficiency of capital investments cannot be reduced to the problem of 
the most successful selection of a project from the point of view 
of the profitable operations of the future enterprise, i'he selec- 
tion of projects is an extremely complicated job. It may be found, 
for example, that the construction of project A — which is better 
than project B from the point of view of the future enterprise’s 
profitable operations — will take 2-3 times as long as the con- 
struction of project B. This situation, assuming that the commodi- 
ty involved is in great demand, may force the concentration of ef- 
fort on project B. 

j. V. Stalin pointed out that important as the profitable 
operations of individual enterprises and industries may be, if they 
are considered "... from the viewpoint of the entire national 
economy over a period of, say, 10-15 years - which is the only 
correct way of approaching that problem — the temporary and pre- 
carious profitability of single enterprises or industries would 
stand no comparison with the higher form of reliable and permanent 
profit level made possible by the operation of the law of systematic 
development of the national economy arw by the planning of the na- 
tional economy j the latter also preclude us from periodic economic 
depressions which ruin the national economy and inflict colossal 
material losses an the people, ana Insure an uninterrupted expan- 
sion of the national economy at a high tempo" (J. V. Stalin, 
Bwwmiefaeakiye nroblemy aotslallsma v 8S SB ^onomic Problems of 
in the USSR^, pages 2t-25)> 

This observation by J. V. Stalin is of great methodological 
significance for the planning of capital works. Ihe problem of the 
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efficiency of capital investments planned for a particular period 
or for individual projects can be solved only under a thoroughly 
integrated system of national economy and from the perspective of 
several years. 

Hence the enormous importance of prospective balance-sheets 
of productive capacities for planning nev construction projects. 

The prospective balance sheets of productive capacities, in turn, 
cannot be drawn up without first defining the prospective develop- 
ment of the national economy in the next 5 - 10-15 years (in varying 
detail, of course). The first important prerequisite for the right 
selection of projects calls for drafting long range plans for the 
development of the technique and production technology of the in- 
dividual branches of the national economy. 

Thus the further improvement in planning capital investments 
is closely related to improving prospective planning. 

Thus from the point of view of the national economy, the 
capital Investments plan is designed to meet the following major 
requirements : 

1. The coordination between the volume of capital works and 
the accumulated portion of the national income. 

2 • The establishment of the industrial structure of the capi- 
tal investments in conformity with the economic and political prob- 
lems of the plan period. 

3. ^be use of the balance-sheet of productive capacities as 
a basis for drawing up title lists of capital construction , plans 
for the introduction of new productive capacities and basic capital 
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and plans to create the necessary material stockpiles for construc- 
tion by the industries, ministries, departments, and councils of 
ministers of the union republics. 

The following are necessary for the successful realization 
of these plans: 

1. Long range plans for the development of the entire na- 
tional economy (in greater detail for the five-year plan, and in 
teiris of the next 10-15 years as applied to the basic indicators ) . 

2. Economical projects and estimates designed to meet the 
requirements for the continuous improvement of production on the 
basis of advanced technology. The process of euustantiating the 
capital investments plan from the viewpoint of the national economic 
requirements tends to define the precise nature of the requirements 
themselves as well as the possibilities for meeting them. This also 
serves to gradually define and improve the balance-sheet of produc- 
tive capacities, housing, social and cultural institutions, etc, 
and, immediately following that, also the title lists* 

To substantiate the capital works plan, it is not enough to 
make certain that it meets the requirements of the national economy 
as a whole and is kept within the fixed limits of the capital in- 
vestments volume. 

The capital works plan makes Its own claims on the various 
branches of the national economy, on the available labor force, and 
on the revenue and expenditures of the government and various or- 
ganisations. Hence the necessity for making adequate material, 
labor, an: financial provisions for the capital works plan. 
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CHAPTER IV. MAKING THE NECESSARY MATERIAL, 

LABOR AND FINANCIAL FROVISICBS FOR THE CAPITAL WORKS PLAN 

It was ascertained in the preceding chapter that the accumu- 
lated portion of the national income determines both the necessary 
and possible volume of capital investments and the material produc- 
tion it requires. However, the specific equipment requirements for 
capital construction -- that is special types of equipment for the 
construction projects to be commissioned during the plan year — 
as well as the concrete requirements of construction materials, 
labor , and financial resources are not reflected in the over-all 
coordination between the volume of capital investments and the na- 
tional income. Providing the capital works plan with the necessary 
material, labor and financial resources means establishing within 
the plan concrete proportions between the development of the pro- 
duction of different types of commodities and the requirements of 
capital construction! between the training of professional, en- 
gineering, and technical workers for construction and the need for 
such cadres by the construction organisations in connection with a 
given construction program! between the financial resources which 
can be used for capital construction and the required financing of 
capital works. 

The problem, however, is not exhausted by the mere procure- 
ment of the necessary resources for the planned volume of capital 
works. The problem is to insure the most economical expenditure of 
these resources. 

The less the need for material, labor, and, therefore also, 
financial resources for a given volume of capital investments, the 
greater the possibilities for increasing the capital investment 
voltne itself. 
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The provision of all the necessary types of resources for the 
capital works plan, therefore, is subordinated to promoting the ex- 
pansion of the national income by imp roving in every way the capital 
construction on the basis of advanced technology. 

What does that improvement consist of? 

First, it consists of an economy in the use of material re- 
sources in construction; second, an increase in the construction 
workers* output; third, a reduction in the cost of construction 
and installation work. 

While from the viewpoint of the national economic require- 
ments the capital works plan is based on the balance sheet of pro- 
ductive capacity, the procurement of the necessary resources for 
the capital works plan is based on the use of the following* 
available equipment, rolled ferrous metals, commercial lumber, saw 
timber and wall -building materials; available labor and trained 
cadres; the balance sheet of revenues and expenditures of the com- 
bined financial plan . 

In addition to other requisitions, these balance-sheets con- 
tain special accounts of the resources required far the planned 
volume of construction and installation work, and the balance sheets 
of equipment contain also a special account of equipment needs and 
acquisitions . 

The demands of the plan far construction and installation 
work are determined on the basis of the planned Improvement in the 
utilisation of material, labor and financial resources for construc- 
tion purposes made possible by advanced technology* 
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The equipment balance sheets are drawn up to include a 
large nomenclature of various types of machines, implements, and 
mechanisms . 

The demand of capital construction for a particular type of 
equipment is indicated separately (a) for construction projects to oe 
commissioned and (b) for the replacement of outworn equipment. 

Although equipment is, as a rule, designed for use by a par- 
ticular industry, the demand for many types of equipment (for 
example, machine tools and motor vehicles) is normally made by 
various industries and departments. 

The factors determining the demand for equipment that does 
not require installation are» the volume of work to be performed 
by that particular type of equipment during the year; the pro- 
gressive production norms per unit of equipment* the equipment 
available at the beginning of the year* the possible additions of 
new equipment determining the average annual capacity that may be 
utilized in a given year* the time intervals at which old equipment 
is decommissioned during the year. Different balance-sheets of 
equipment are helpful in determining and meeting the requirements 
for capi-tal investneirts . 

Thus, for example, the information required for determining 
the need for tractors (reckoned in 15 Dp unite) in agriculture con- 
sists oft the number of tractors available on the first of the year* 
the number of tractors taken out of work (according to the time in- 
tervals) during the year* the volume of tractor work to be done 
during the plan year (in fresh-plowed hectares), including the 
busiest season* the output par tractor in a year and in one shift 
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{in fresh-plowed hectares number of shifts worked during the busiest 
season . 

For this it is important to take account of the seasonal 
nature of various types of work. The demand for agricultural ma- 
chines must be based also on the necessary number of machine -shifts 
during the busiest season . 

The work load to be carried by the tractor pool of the ma- 
chine-tractor stations is becoming more evenly distributed in view 
of the mechanization of agricultural work, the improvement in farm- 
ing and stock-raising technique, and particularly since agriculture 
is becoming increasingly diversified and specialized. But the prob- 
lem of reducing the planting and harvest -gathering periods makes it 
incumbent upon the machine -tractor station to have more tractors 
and other machinery on hand during those periods than at any other 
time. This should be considered when drawing up a balance sheet 
of the available tractors, and particularly such implements as 
combines and other harvesting machines • 

Thus in the balance sheets of equipment not requiring in- 
stallations, the progressive utilization norms are listed as equip- 
ment needs, *or equipment requiring installation, the resources 
required for the capital Investment plan are determined (a) for 
construction to be completed — according to the enterprises under 
construction, and (b) for the replacement of vom out equipment — 
according to special certificates confirming the need for such re- 
placement . 

The progressive norms of equipment utilisation are reflected 
In these balance sheets not directly tat through the of 
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productive capacity. If, for example, the available metal -rolling 
equipment proves inadequate to meet the requirements of the planned 
rolling-mill construction, it produces a deficit in the production 
capacity for rolled metal. Such a deficit can be liquidated by a 
possible improvement of the utilization factor of rolling mills in 
production. This, in turn, will mean a smaller demand for capital 
investments in connection with rolled metal production and, par- 
ticularly, a smaller demand for rolling equipment • 

One serious problem fs to make certain that construction 
projects are completed on scheduled time. In several cases the 
commissioning of completed enterprises is delayed because the 
equipment is not received on time and is not complete • Such oc- 
currences should be prevented by the ministries requisitioning the 
equipment, by the central planning organizations which work out the 
plans for equipment distribution, and by the supply and marketing 
organizations which actually provide the equipment for the construc- 
tion projects. 

The central problem of equipment planning is to exert an 
active influence on the production program of the machine-building 
industry with a view to the maximum possible improvement of the 
constructional and operational qualities of the machines and other 
Implements of production . In regard to the equipment requiring 
installation , this problem is solved primarily in the prospective 
balance sheets. 

Tn the annual plans, the quantity and composition of the 
equipment Is mostly predetexra lned by plans for construction pro- 
jects. If such plans become outdated, however, they should be re- 
drafted and imp roved. 
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Even for construction projects begun in past years and 
scheduled to be put into operation in the near future it is fre- 
quently possible to install new and better equipment than the kina 
called for by the plans . ^his may prove expedient even if such 
changes require additional expenditures for construction and in- 
stallation work. 

The balance sheet of available road-building machines oc- 
cupies a special place in the capital works plan* These balance 
sheets are used as a basis for both the capital works plan, as it 
applies to the acquisition of equipment not requiring installation, 
and the capital works plan of the entire national economy as it ap- 
plies to construction and installation work* 

In addition to the physical volume of various types of 
equipment, the combined volume of available products of the ma- 
chine -building and metal-processing industries expressed in fi- 
nancial terms, plays an important part in planning the capital 
works plan . 

The combined volume of the products of the machine-building 
and metal-processing industries is distributed according to the fol- 
lowing needs: for the capital investment plan; for intraindustry 
cooperation purposes % for the general market: for defense purposes j 
for repairs (spare parts): for an increment of unfinished produc- 
tion* 

The importance of this type of balance-sheet is explained 
first by the fact that it is impossible to determine the available 
volune of every type of equipment included in the capital invest- 
ment plan* The combined balance sheet of the available products of 
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the machine-building and metal-process lug industries shows to what 
extent the capital investment plan as a whole has been provided 
with the necessary resources* Secondly, the allocation of machine- 
building products for needs of the capital investment plan makes 
it possible to define the precise structure of the latter and thereby 
also the volume of construction and installation works* 

leaking the necessary material, labor, and financial provi- 
sions for the capital works plan requires, first of all, that a 
definite part of the total capital investment be set aside for the 
planned volume of construction and installation work reckoned in 
prevailing costs* 

At first glance it would appear that making allocations tor 
construction and installation work presents no difficulties, since 
such allocations are provided for in the plans and estimates of the 
different construction projects. Actually, however, this holds true 
tor only the few projects the construction of which is begun and 
completed within the plan year* The overwhelming majority of con- 
struction projects and title lists for the plan year are either 
carried over from the previous or carried into the next year, or 
both. 

problem is much simpler in the prospective plans since 
the construction carryover is much smaller in relation to the capi- 
tal investment volume of the five-year plan than it is in coBqp&rlson 
with the irniai plan. But in the prospective plans, too, particu- 
lar attention is paid to the level of development planned for the 
final year of those plane* For this reason the same problem of de- 
termining the exact voltne of construction and Installation work, 
paaiwi^ng a large construction carryover iron previous years, acquires 
particular Importance for the final year of the prospective plan. 
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Consequently the difficulty of making allocations for con- 
struct ion and installation work is due to the lengthy construction 
cycle and consists in the fact that in most cases the allocations 
for construction and installation work must be made not from the 
total appropriations but from the appropriations applying to the 
current plan year. Would it not be possible to fix the relative 
volume of construction and installation work to fit into the men- 
tioned portion of appropriations Just as it is done for the total 
appropriations for the entire project? let us assume that in our 
example (see title list, page do) the capital investment to be 
made in project Ho 1 amounts to 100 million rubles which is 50 * 
of the entire estimated cost of the project. If the sum appro- 
priated for construction and installation work is 130 
rubles, the relative cost of such work will amount to 65* of the 
appropriation . Can it not bo assumed that an appropriation of 

ICO million rubier, VftlJlf) ~ 

«. wui-wiiwiQmg volume of con- 
atruction and installation work which would amount to 65 million 
rubles in the plan year (65^ of 100 mint™ rubles)? 

In the great majority of cases such an assumption would be 
«rong. The 100 million ruble capital investment fixed for the 
Plan year by its very nature differs very much from the 100 mil- 
lion rubles invested during the last year, last year construction 
is contingent primarily upon the investment in equipment. If the 
coot of equipment in this case amounts to 6<#, that is 60 mlXlton 
rubles, plus some miscellaneous expenditures, the amount left for 
construction and installation work will not emceed 35 -Uo 
rubles* 


Since the structure of capital investments changes at dif- 
ferent stages of tbs construction of the same project, th* moat 

- 10c - 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 




Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 


precise definition of the volume of construction and installation 
vork within the limits of the appropriations can be made only by 
an analysis of the project and the appropriations themselves* It 
is necessary to earniark the part of the appropriation for each 
project to be spent during the year under consideration and to 
analyze its structure. 

This method of calculation is both feasible and compulsory 
for single construction projects and the construction of a trust* 
But such an analysis of the structure of different parts of con- 
struction projects by the central organs * particularly in the 
drafting of the entire state plan* is practical only for a limited 
number of very large capital construction projects. 

True* some assistance in this respect is offered by the ma- 
terials submitted by the ministries and departments vhich* in the 
final analysis* are based on the figures applying to single con- 
struction projects. But* in the first place* these materials re- 
quire checking. We have not yet entirely eliminated the narrow - 
departmental approach to the business of planning on the part of 
certain economic leaders. nd yet it is the construction volume 
and installation work that determines the amount of material funds 
to be allocated from a centralized source* the total payroll* etc. 
Add to this the fact that the construction organisations working 
on a contract basis are primarily responsible for the practical 
realization of the construction and Installation vork* and It vlll 
became dear vhy the ministries and departments frequently exag- 
gerate the required volume of construction and installation vork 
to be performed within a given limit of capital investments • 

- 103 - 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 




Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 



Secondly, the all -state planning organs as well as the minis- 
tries and departments begin to work on their plans long before they 
receive any Information from the localities# 

Thirdly, the planning work goes through several stages, the 
title lists undergo several changes and it is impossible to make 
local inquiries about the different variants of the lists# 

Thus the problem of defining with adequate precision the 
volume of construction and installation work for the different 
ministries, departments, and councils of ministers of the union 
republics acquires a great national economic importance. The im- 
portance of this problem is increasing with the growing scale of 
construction • 

As far back as 1953 the volume of construction and instal- 
lation work was more than double that of 1940. In the first 4 
years of the Fifth Five-Year Plan alone the volume of construc- 
tion and installation work was increased by 50 jo. 

A definition of the volume of construction and installation 
work for individual ministries and departments and for the national 
economy as a whole is possible also without a special examination 
of the plans and appropriations for individual construction projects • 
This can be done, first, on the basis of the statistics of the 
past years and, second, on the basis of the relative volume of 
construction and Installation work within the construction appro* 
priatlons for any particular industry# Using these figures, it Is 
possible to define very precisely the relative volume of construc- 
tion and installation work within the total capital investment 
volume by taking Into account Its relative volume In the past years 
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as veil as Its relative volume within the total appropriations * 

What grounds are there for allowing this type of method for 
a ministry as a whole and not permitting it for individual construc- 
tion projects? In our example, the relative volume of construction 
and installation work within the planned capital investments cannot 
be considered as identical with the relative volume of such work 
within the total volume of appropriated capital investments. The 
same applies to the construction carried over from last year. In 
the case of a ministry as a whole, however, a number of projects 
are being cample i;e& and others begun at the same time, and the 
projects under continued construction, from lost year arid into 
next year, are in various stages of completion (some projects as 
of the first of the year, ot liars as of the year’s end). It my be 
assumed roughly that since the construction projects are at differ- 
ent stages of coaapletion, tbs relative volume of construction and 
installation work characteristic of the particular industry and 
supported by the statistical figures for previous years as well as 
by plan and appropriation figures is applicable to the mentioned 
construction projects taken as a whole. 

Thus if, according to our exa&$>le, the relative volume of 
construction and installation work characteristic of this particular 
industry is 65$, It cannot be applied for continued construction 
projects, as may be seen from the foregoing. But there are some 
grounds for applying this relative volume — with a certain degree 
of proximity, of course — to all the continuous construction pro- 
jects taken as a whole. 

Let us take the following example of an industry in which the 
relative volume of construction and installation work accounts for 
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about 2/3 of tbe 

projects t 


appropriations for the constructs c£ different 


(in million rubles) 

Capital 

Construe- Ip of 

during $ of tioo and capital 

budgetary installa- 


Budgetary P 


invest - 


costs 


year 


UUMJiTSW**,? 

costs tion works monte 


Construction 
carried over 
from last 
years 


A. 

200 

100 

50 

30 

30 

B. 

HOG 

100 

25 

20 

20 

C. 

HOO 

50 

12.5 

5 

10 

Total 

1,000 

250 

25 

55 

22 

2* Construction 
carried over 
into next 
years 

D. 

200 

100 

50 

85 

85 

Em 

HOO 

300 

75 

250 

83 

F. 

Hoo 

350 

87-5 

260 

74 

Total 

1,000 

750 

75 

595 

79 

Grand total 

2,000 

1,000 

50 

650 

65 


With all the difference betvssoo the relative volumes of the 
construction and Installation work of the 2 groups of construction 
projects, the averse volume of construction and Installation vork 

OMOOtS tO 65^. 

Ubder conditions of more or less even opacity accretion 
euch a situation is quite natural. If the dagre. of completion of 
the construction projects continued frou last year vere 80*, it 
^uld then bs necessary to maintain the earn, degree of «*pl**« 
for predacta *»«**• caDrt^uctlo,, hy the mA of the plea year. 
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For many construction projects continued from last year and 
those carried into next year, the capital investments as a whole 
contain approximately as much investment in the last stages of 
construction as is required to complete the construction projects 
•which will pass through the first stages of construction during the 
current year. 

The rapid tempos of capital construction, however, call for 
substantial changes in such calculations. The assumption in our 
example is that the degree of construction completion is the same 
at the beginning and the end of the year (the budgetary cost of the 
projects under construction at the beginning and the end of the 
year is one billion rubles). As a rule, however, unfinished pro- 
duction tends to increase* 

Let us see how this same calculation is made on the basis 
of the title list, used by us as a hypothetical example (see page 
80), which envisages the possibility of increasing unfinished con- 
struction • 


(in million rubles) 
Capital 
invest- 
ments 

during p o£ 
Budgetary plan budge 

costa year costa 


Construe- $ of 

P of tlcn and capital 

budgetary installs- inveet- 

coata tion works acuta 


1. Construction 
carried over 
from last 
years 


Ho 1 

200 

100 

50 

30 

30 

HO 2 

too 

100 

25 

20 

20 

Ho 3 

too 

50 

12.5 

5 

10 

Ho 10 

600 

300 

50 

195 

65 


1,600 

550 

3* 

250 

*5*5 


ior - 
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Budgetary 

costs 

Itlllf 

« H 

$ of 

budgetary 

costs 

Construc- 
tion and 
inst&lla* 
tion works 

$ Of 
capital 
invest* 
meats 

2. Construction 
carried over 
into next 
year: 

No 6 

200 

150 

75 

130 

37 

No 7 

400 

350 

87*5 

260 

80 

No 8 

14-00 

250 

62.5 

220 

08 

No 9 

400 

300 

75 

250 

83 

No 10 

600 

300 

50 

195 

65 


2,000 

1,350 

67.5 

1,075 

80 

Total, jiiifiuo 
the second 
listing of 
construction 

No 10 

3,000 

i,6ot 

53*3 

1,130 

70 


Construction project No 10 appears In both parts of the 
table since it has been continued since last year and will be car* 
rled into the next year. If it vesre not counted, the average ratio 
between the capital investments and the budgetary costs In the first 
group would be 25 $ (that is the percent of completion in the first 
group of construction projects on the first of the year was 75), 
and in the second group 75$. ®he sum total of these ratios is 
either close to 100$ or equals 100$ (if construction project Ho 10 
Is not counted). 

2h absolute terns, however, the de g ree of construction con* 
p l a t i on at the end of the year is considerably ^ghar than on the 
first of the year. The budgetary cost of the products under con* 
struction at the beginning of the year was 1.6 billion rubles, and 
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by the end of the year it vas 2 billion rubles. And although the 
percent of construction completed by the first of the year is close 
to that of the year end (especially if project No 10 is excluded), 
the relative volume of construction and installation work rose to 
an average of 70#. That means that using only the relative volume 
of construction and installation work within the appropriations 
(which in this case is approximately 65 *f>) as a basis for calcula- 
tions, could lead to grave mistakes. 

It is the over -all result of the correlation between con- 
struction and installation work and capital investments that is 
shown by the statistical figures for a number of years j that re- 
sult is affected also by the increase in completed construction. 

However even the hypothetical examples cited above show 
that the application of the statistical figures to the plan year 
without substantial corrections is fraught with serious errors. 

It be applied only far an approximate estimate. 

What exactly are the corrections to be made in these calcu- 
lation st 

* A study of the statistical figures makes it possible to es- 
tablish the changes the relative volxaae of construction and instal- 
lation work is undergoing at different stages of construction in 
the Industry under consideration • Knowing these changes (and they 
are fairly typical for the industry under consideration ) , it is 
possible to introduce differentiated relative volumes of construc- 
tion and installation work for each above-limit construction project. 
The title list contains a precise definition of the construction 
stage of project (as it is reflected in the correlation between 
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the capital investment in the particular project over the entire 
past period and the budgetary cast of the project)* 

The consolidated accounts of the volume of construction and 
installation works play an exceptionally important part in national 
economic p lannin g * It is therefore very important to improve them. 
At any rate* the consolidated accounts of the volume of construction 
and installation work must first be applied to individual industries 
and only then to the national economy as a whole. The point is 
that a change in the structure of capital investments has a telling 
effect on the relative volume of construction and installation work. 
Thus in 1 9^5 the relative volume of construction and lot i on 

work in the ferrous metallurgical industry amounted to 75-77$ of 
the appropriations , in the machine-building industry 50-55$, in 
the light industry 60-65$, and in housing construction 96-97$. 

With such differences between the relative volumes of c oust rue t ion 
and installation work of the various industries, any in the 

industrial structure of the capital investments affects the average 
volume of construction and installation work of the national economy 
as a whole. 

Ttma, for example, the 1954 capital investments in the entire 
national econoagr were increased more than threefold compared to 19 * 10 , 
and the capital invaetiuouts in housing construction during that — t 
period were Increased more than 6 times. The expending relative 
volume of h ous ing construction within the total volume of appropri- 
ations involves a corresponding Increase in the voles of construc- 
tion and installation work, since in housing construction the latter 
volume is close to 100$. 
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The calculation of tlxe volume of construction and installa- 
tion work for different ministries and departments should also be 
differentiated according to the different industries if possible, 
since the capital investments of an Industrial ministry, for example, 
also include investments in housing and cultural construction, etc. 

Tiae material requirements for capital construction are de- 
termined on the bases of available material stocks of metal, lumber, 
cement, and wall-making materials. In the balance sheets of ma- 
terials drawn up by the government central planning organs the ma- 
terial requirements for construction are determined by the volume 
of construction and installation work of every ministry ana the 
quantities of materials to be used per one million rubles of con- 
struction and installation work. In these calculations priority 
is given to the most important construction projects scheduled to 
be commissioned, »nr) provisions are mode for supplying them with 
all the necessary construction materials and equipaent in full con- 
formity with the plan for financing them. By distributing the ma- 
terial funds allocated for construction purposes among the various 
projects, the ministries are able to solve the supply problen of 
all construction projects. 

Tim problem of providing the construction projects with all 
the seessssry material sisi technical Buxrolies requires that the 
delivery off Material and equipment be timed so as to speed the 
introduction off basic capital and particularly the completion off 
tb» moot important projects scheduled for commission • 

swa Materials required for capital construction are listed 
as an independent item in the expenditure column off the balance 
sheet off available metal, luaber, cement, and wall-making materials. 
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Capital construction requires considerably more cement and 
vail -masking materials than lumber, and much, lees rolled ferrous 
metal. It nevertheless accounts for more than i/5 of the rolled 
metal. 

The establishment of correct progressive norms for different 
industries is begun in the first stage of drafting the national 
economic plan inasmuch as the changes in the industrial structure 
of the construction and installation work 3erve to change the norms 
of material expenditure. These norms fluctuate sharply according 
to the particular industries. Thus, for example, the expenditure 
of cement per million rubles of construction and installation work 
in the construction of power plants is 3 times that in the con- 
struction of limber and paper industry enterprises, and l/3 higher 
than in the construction of machine -building enterprises* In the 
coal industry, the expenditure of lumber materials per one million 
rubles of construction and installation work is approxi mat ely twice 
as high ao in the machine-building Industry. With such fluctuations 
it is impossible to use the average norms for the national economy 
or for a particular ministry. Account should be taken of the chang- 
ing industrial structure of construction work, A strict account 
should also be kept of the changing nature of construction and In- 
stallation work at the different stages of construction of differ- 
ent projects* All this requires that the planning of capital works, 
for a particular ministry or on a national scale, be based an con- 
crete data which. In turn, are based an the figures for individual 
construction projects* 

Allocations of materials made on the basis of the average 
index, one million rubles of construction and installation w or k . 
Involve serious shortcomings since they ere not des ign ed to take 
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ixrfco account the structural aspect of the vo rk* One mill! op. rubles 
of construction and installation work is structurally different in 
different cases, in one case, for example, the ma^or Job is earth 
vork, in another it may be finishing work, in still another, in- 
stallation work. The improvement in the allocations of materials 
and labor for construction purposes calls for defining the vork 
volume in natural rather than in monetary terms wherever possible. 

The planning of material expenditure norms must take into 
account every possibility for economizing metal, lumber, and other 
materials - 

The material expenditure norms are established, first of 
all, on the basis of the best indexes attained in the process of 
construction itself. Hence the necessity for a thorough study of 
the leading experience amassed in construction with a view to sup- 
porting the mentioned norms vdlth a system of concrete measures de- 
signed to introduce and popularize advanced construction methods. 

The planning of material expenditure norms must also take 
into account the additional ecanosy made possible by the adoption 
of industrial methods of construction and the use of more effective 
materials. 

The substitution of ferroconcrete structural components for 
steel ones *'***' produce a very large economy . In the construction 
of one-story industrial buildings, the expenditure of structural 
steel can be cut by more than l/2 by increasing use of ferroconcrete. 
In housing construction, the use of prefabricated ferroconcrete 
parts reduces the expenditure of lumber by 20-25^. The large-ecale 
use of ferroconcrete structural components also m e ans a further 
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Industrialization of construction, a greater output of prefabri- 
cated buildings and installations, a higher productive efficiency 
of the projects under construction, and shorter construction periods. 

To pursue the aim of construction industrialization, it is 
necessary to nake allowances in the balance sheets of construction 
materials for the possible progress ive changes in the quantities 
and types cf such materials to be used in construction. 

The use of prefabricated ferroconcrete parts, large panels, 
and large nail blocks not only reduces the material expenditures 
required by the particular construction project, but also shifts 
some of the expenditures from the construction site to the plants. 

The construction site then becomes a sort of an assembly department 
while the construction departments are transferred to the plants 
manufacturing the various structural components and parts. 

The effect of the further industrialization of construction 
on the balance sheets of construction materials will be, first, an 
increasing relative share of factory-made structural components and 
ports; second, the expenditure column of the balance sheets of metal, 
cement, and lusher will show an Increasing demand on the part of the 
plants producing structural components and parts and a correspond- 
ingly decreasing by the construction organisations* 

The planning of material supplies for the construction 
p r ogram must exert a strong influence on the production and con- 
sumption of construction materials, make the necessary provisions 
for reducing the expenditure of construction materials end prasote 
the large-scale introduction of the latest types of construction 
materials, structural co m ponen ts, end parts. 
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The production of construction materials in the USSR is de- 
volving at a rapid pace. Compared to 1<*0, the 1954 production 
of cement by the enterprises of the Ministry of the Construction 
Materials Industry USSR increased 3.4 times, the output of slate 
6 times, brich 3 tines, vindow glass 100*, etc. The construction 
materials industry, however, does not adequately meet the needs of 
construction. The industry is still siov in mastering the produc- 
tion of important construction components. 

... .... -,-i- tbs 19^4 builders ' conference that 

It pointed ouc- at w-e 

the outnut ana introduction of structural components and parts were 
develop iss very unsatisfactorily. For easmpl* the 1954 for 

prefabricated structural exponents was 4 million cu m, while the 
production of such covenants amounted to less than 2 million cu m. 
With an annual demand far plaster board for partitions and covers 
amounting to 2.72 million cu m, the output of those materials 
planned for 1954 was only 433,000 cu m. 

The buildings with ferroconcrete freaes put up by the 
Ministry for the Construction of Bnterprlses of the Metallurgical 
and Chemical Industry in 1953 accounted for only 8.5* of tb. total 
^uMrig space added during the year, and in the cose of the 
Ministry of Construction USSR, the figure was only 16-5* <* 
total building space put into operation. 

«» central probl*. competed with the production and i»- 
^ of construction ■eterlele, structural parts, — ex- 
ponents 1. to sharply the pretootion end us. of prrfuhrl- 

otted ffrroconerctte 

ft* of the problems to be salved in the planning of <^pitol 
ie, as was pointed out above, to epeod up construction, reduce 
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its costs and Improve Its quality by industrializing the construc- 
tion process, The basic element of this problem is the large-scale 
use of modem prefabricated structural components and ports in con- 
structlaa * 

Ferroconcrete is the moot universal end durable type of con- 
struction material. The use of ferroconcrete could save 60 ? of the 
steel and reduce the amount of labor required in construction to 
l/3 or lA as compared with the use of monolithic concrete. The 
•use of ferroconcrete ir. the amounts fixed for 1955-19 56 .rill reduce 
tiie demand for structural steel components alone by one million tons. 
Particularly effective from an economic point of vievr are prectressed 
structural components which reduce the expenditure of steel for 
construe tlac purposes 2*5-3 t lines . 

On 19 August 1954 the ToK KPSS and the Council of Ministers 
tfggn adopted a decision "on developing the production of prefabri- 
cated structural caapcnents and parts for construction purposes." 

An All-Union conference on the use of ferroconcrete and 
concrete was held in Ifay-JUne 1955. conference adopted im- 

portant decisions and recossaenaations designed to further the 
progress of t const ruction industry. 

The plan for the production of prefabricated f erro- 

concrete structural components and parts, provided for in the de- 
of the *sK KFSS and the Council of Ministers OBSB of 19 Au- 
gust 1954 , has undergone a sharp upward revision. Xfc tea been de- 
cided that the production of prefabricated ferroconcrete structural 

-TT and parts should be raised to 9 million cu m In 1956 end 

13 cu « In 1957 instead of the originally planned 9-6 »H- 

cu a# 
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Prefabricated f errocos crete will play an important role In 
iiaplesaentins the extensive program of capital casstructioo required 
to promote agricultural production. The large-scale use of pre- 
fabricated ferroconcrete is needed particularly for construction 
in the virgin land areas, Ten plants and 3 all— purpose construc- 
tion sites for the production of ferroconcrete structural cceapo- 
nents and parts are scheduled to be built in 1955 in the virgin 
land reclamation areas. The prefabricated ferroconcrete will be 
used to construct grain -storage places and warehouses. Such plants 
and production sites will be built in the Kurgan, West -Kazakhstan , 
Pavlodur , and Horth-Kamkhstan oblasts and in /Itai Kray. 

The industrialization of construction requires that the con- 
struction organizations discontinue producing their own construc- 
tion materials and parts. But the wide gap between the industry’s 
output of construction materials and the demand for them will have 
to be filled by the construction organizations . Thus until recently 
the Ministry far the Construction of Enterprises of the 24 etallurgical 
and Chemical Industry was compelled to produce up to 80 * otf the 
necessary wall-making materials, all of the wooden and ferrocon- 
crete structural components and parts, and up to 5c J* of the lumber 
materials, and mine almost 100* of the nonmet&llic construction 
materials in its own enterprises, loggia cacps, and quarries. 

construction industry is experiencing a severe shortage of 
technical sanitation equipment, high-strength ceme nt far ferrocon- 
crete production, thin sheet metal, galvanised roofing metal, and 
steel cables. 

©» construction projects are waitiz^ for the industrial 
enterprises to supply them with effective materials and manufactures. 
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The builders seed large quantities of prefabricated ferroconcrete 
parts and structural components* strong and quick-hardening cement* 
large slag* silicate* ceramic and brick blocks* perforated brick* 
construction slate* insulation materials* etc. So far the output 
of these progressive manufactures has been inadequate* There io 
much talk about large silicate blocks* for example* but their mass 
production by Industrial methods is still nonexistent . 

The decision of the KP and government provides for a program 
designed to bring about a sharp increase in the output and improve- 
ment in the quality of construction materials in the next few years* 
To promote the further expansion of construction and the production 
of prefabricated structural components and parts* the 1957 output 
of cement will be increased 1.6 times* as compared to 195 k* and the 
production of quick-hardening cement will be brought up to 2 mil- 
lion t. Provisions were mode for stepping up the production of 
plaster board panels* hollow brick* stone and ceramic facing 
plates* fibrous wood plates* linoleum* and other materials and 
parts* The output of vail blocks — made of concrete* slag con- 
crete* natural stone* and brick — in 1956 is scheduled to be 3*7 
times as large as in 195 *t» 

All this will advance the construction of buildings and in- 
stallations a step nearer to the conveyor m e th o d of production. 

The construction materials Industry is still slew is intro- 
ducing progressive production methods* 

X q many brick —Vine plants* the average monthly output par 
cubic marter of kiln is from 600 to l*hOO bricks. At the same time 
the leading plants using the Duvanov pr ogr ess ive kilning method 
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managed to raise their output 2,400-2*500 bricks. It has been esti- 
mated that the country’s brick production could be doubled without 
any additional capital investments if all the plants used the Pum- 
aov kilning method* 

The balance sheet of labor forces and specialists drawn up 
on a national economy scale take into account the required numerical 
increase of workers and specialists in the building trade. Of par- 
ticular importance are the balance sheets of prospective labor re- 
sources and their utilization . These balance sheets are used as 
a basis for the current program of training specialists as well as 
qualified construction workers. 

A high rate of construction expansion can be secured only 
when labor productivity in construction is increasing* The major 
prerequisite for the coordination between the ava ila ble labor re- 
sources and the capital works plan* therefore* is the all round im- 
provement of labor productivity in construction work. Fro© the 
viewpoint of planning methodology, that means that labor produc- 
tivity (output) is to be determined first, and the number of work- 
ers is to be determined on the basis of that output. 

The indicator of the volume of construction and installation 
work per average worker, expressed in budgetary coot, is used as 
an indicator of labor productivity. 

Tbs planning of a higher labor output in construction must 
first of take into account the highest Indicators attained by 
ct trusts, soulless a n d brigades* And Just like the 
of material expenditures for construction purposes, this 

far a there wgh study <rf leading ex p e ri en ce and for concrete 
planning measures designed to popularise such experience. 
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The nature of construction and installation work varies with 
different years. In vie* of this, the index of labor efficiency 
based on the volume of construction and installation work and used 
for calculating the labor resources required for the construction 
program should be the final, not initial, index. The initial in- 
dex to be used for calculating labor productivity is the quantity 
of materials expended on individual construction projects. 

The planning of increasing labor productivity must take into 
account the benefits to be derived from the further industrialisation 
of construction. The increasing use of the prefabricated method of 
construction serves to save a great deal of working time. 

Thus, for example, the substitution of large slabs for ordi- 
nary bricks makes the work of the construction workers easier. It 
takes approximately one million bricks to build a 5-story building. 
They have to be moved, raised, and laid into walls. Bach brick 
must be handled at least 7 times before it is laid in place. Many 
bricks are crushed in transportation • 

The use of large slabs in construction facilitates a sharp 
increase in labor productivity. It takes 2 bricklayers to put up 
a 3.5 m 3 brick wall in 8 hours. Two workers using large slabs can 
put up 25 m 3 wall at the same time. This means a 7-fold increase 
in labor productivity. The use of large slabs in construction also 
rsduces the use of bricks which are still a basic wall-making aa- 
terlal. 

Labor productivity can be increased .till further by the use 
of prefabricated ferroconcrete in the shape of plates, teams, coluw 
cover and well panels, girders for creneo, foundation slabs, flights 
of stairs and landing., coal mine props, and other eo^OMBta. 
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The planning of additional qualified labor forces is based 
chiefly on the training of construction workers in the labor reserve 
system as well as in special schools attached to the construction 
combines • 

Between l$kO and 195 1 * 2 , 219,000 building trade workers were 
trained in factory-and-uorkshop schools and trade schools. 

The increasing use of prefabricated ferroconcrete in produc- 
tion will also increase the demand for workers qualified in as- 
seabling f erroc an cr at e structures* 

The liquidation of the turnover in labor is an important 
problem in the matter of securing the required labor force for 
construction projects. enterprises lose about x/2 of their 

labor force during thn year. 

Tka e present fluctuation of labocr in not primarily due to 
seasonal production. The construction sites are now well equipped 
with construction mechanism, the work has been mechanized to a 
bSgbmr degree and the output of prefabricated ferroconcrete struc- 
tural components and parts has been growing from year to year. All 
ttet n»**» it possible to elim i n ate the seasonal feature of construc- 
tion and its dependence on the time of the year. The seasonal as- 
pect of production as a mass phenaaemi has been elimin ated. 

One of the i nanism for the labor turnover in construction is 
timet in many cases more then l/2 the construction workers are still 
poorly qualified. And it is this unqu a li fied contingent of workers 
<tta*t accounts for tbo labor turnover# 

Jto to ttoa statevid* aoaaures to txalo qualified 

nnilrsi s. it is necessary to create favorable conditions si the 
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construction projects far auxiliary workers to learn trades, for 
beginners to improve their qualifications, and for qualified workers 
to learn 2 or 3 trades. Another prerequisite for the struggle 
against labor fluctuation is the constant care of the daily needs 
and cultural awnities of the construction workers* 

It was reported in the press that the labor force of the Kiev 
construction and installation trust has been changing every year 
due to the lack of housing. In 1954 the trust built less than 22 $ 
of the housing focr its own workers • But in the past 3 years the 
trust lost about 30p,000 rub3er* by paying the travel expenses of 
the contractual workers from the villages to the city* This is 
equivalent to the cost of a caamaunal house for 100 people* 

The effort to create permanent qualified cadres is an in- 
tegral part of the struggle for the industrialization of construc- 
tion* 

The KP and the government have outlined important measures 
designed to provide housing for the construction workers and to im- 
prove their training system and daily and cultural services* The 
basic cadres of the continuously operating contract construction 
organizations must be provided with adequate living space in well 
built houses during 1955-1957 • The construction ministries and the 
Main Moscow Construction Trust under the Moscow city executive com- 
mittee are duty bound to build and cdanisfiioro 5*3 mill ion sq a of 
living space, kindergartens for 22,000 children, and nurseries far 
lb, 000 children in 1956-19571 103 clubs must be built within 3 years. 
Tbs construction workers will also get lO> or tbe living space In 
tbe buildings built far other clients. 
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Provisions have been made bo improve the organ izat ion of 
public caber lug at the construct ion sites as well as at the enter- 
prises of the construction materials industry. 

Under the vicious wage -paying practice that came into use in 
the construction industry* the workers are paid according to the 
administration to which the particular construction is subordinated; 
workers doing the some kind of work in projects located next to each 
other receive different wages. The shortcomings in calculating the 
wage and labor scales of the construction workers are conducive to 
a large labor turnover and lower labor productivity. 

On 2 3 August 1955* the Central ^ocsaittea of the CP USSR sad 
the Council of Ministers USSR approved several measures designed to 
eliminate these shortcomings . According to one of these measures* 
effective on 1 January 1956, all the ministries and departments are 
instructed to use uniform output norms and valuations of construc- 
tion and installation work, uniform rates -end-qualifications manuals, 
and new uniform zonal differences In rates and prices . 

A uniform 7-grade wage scale will be introduced on 1 January 
1056 for all workers employed in construction. Also to be introduced 
is a uniform scale of progressive piece work pay. Xf the output 
quota is overfulfilled up to 20*, the piece work rates are Increased 
by 5<#, end if the overfulfillxaent is more than 20*, the piece work 
rates are doubled. 

fbe CP’s decisions and those of the government to 

improve the arganlmtlon of labor and wages as well as the 
conditions and cultural needs of the construction westers will help 
greatly to train permanent qualified cadres of construction workers. 
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One of the major purposes of the financial plan of the na- 
tional economy as a whole Is the financing of the capital works 
plan* 

She proportions of material expenditures and the proportions 
of labor distribution among the various industries can have real 
meaning only when supplemented by a coordination between the revenue 
and expenditures of the state (state budget), various state and co- 
operative organizations (balance sheet of income and expenditures), 
and the populPtfon (a balance sheet of the people's financial in- 
come and expenditures). Indicated in the national economy plan, in 
addition to the budgetary cost, is the actual cost of construction 
during the given plan year and the task of cutting construction costs 
still more in comparison with the budgetary costs. The directives 
of the nineteenth CP Congress on the Fifth Five-leer Plan provided 
for a general increase in the volume of state capital investments 
in 1951-1955 of about 9<# and a 6c/f> increase in government appro- 
priations for construction purposes, as cOKpared with the Fourth 
Five-Tear Plan} the remaining 3 were made up by reducing construc- 
tion costs through higher labor productivity, reducing overheed ex- 
penditures and prices on construction materials and equipment. 

The cmublned financial plan includes the Income and expendl- 
turee of all state and cooperative organizations and reflects the 
financial relationship betw een the state and the population. The 
entire volume of the capital i nv estme n ts made by state and coop- 
erative organizations is reflected in the financial plan. 

volume of co ns t r uction and installation work, pexformsd 
on a contract basis, is reflected la the empenee column of the plan 
wider budgetary costs since the client pays for work according to 
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budgetary costs. The profits of the construction organizations pro- 
vided for in the budget as well as the surpluses accumulated by re- 
ducing the cost of construction and installation work, as compared 
with the budgetary costs, are reflected in the revenue column of 
the financial plan. 

The volume of construction and installation work performed, 
in a routine manner is indicated in the expenditure column of the 
plan minus the economy (to be achieved by reducing production costs), 
that is, in terms of planned production coats . 

The cost of purchased equipment is reflected in the expendi- 
ture column in prevailing prices. The financial plan also reflects 
the equipment actually acquired during the year, while the capital 
investments plan does not include the equipment acquired, but not 
yet installed, during the plan year. On the other hand, the capi- 
tal investments plan does include the previously acquired equipment 
which is installed during the plan year. 

All these peculiar methods of including various parts of 
the capital investments plan into the financial plan must be token 
into account when auditing the financing of the capital investments 
plan* 

The financial plan reflects in aunmmry form the entire 
achieved by better planning and improved construction on 
the basis of an advanced technology, it is used as a strong eco- 
nomic weapon for promotli« the reproduction of basic capital in 
every way. 

Tbs coordination bet we e n the capital works plan and the fi- 
nancial is tti — i 7 also for planning the division of the 
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national income into consumption, accumulation, and reserve funds 
through the medium of the financial plan. 

The substantiation of the capital works plan, as we have 
seen, is based initially on the coordination between the capital 
works plan and the national income* Further, the capital works 
plan comprises a system of balances which are expressed as propor- 
tional capital construction in the national economy* Finally, the 
financial plan again calls for the coordination between the already 
elaborated and detailed capital works plan and the balance-sheet of 
national income. 

CHAPTER V* PLANNING THE CONSTRUCTION INDUSTRY 

The construction industry is an independent specialized branch 
of the national economy. The USSR’s construction industry now com- 
bines several thousand contracting organizations which account for 
more than 6o£ of all the construction work. The contracting organ- 
izations' relative share of the total volume of construction and 
installation work continues to grow. 

Capital construction is carried out by 2 methods, the con- 
tractual method and the client method (the word client Is used here 
for lack of a better equivalent of the Russian term " kh o aals tvepniy" 
or "economic* which is not descriptive of the mentioned m e thod — 
Trans.). 

Tome contractual method of construction Is the more effective 
one* According to this method, the construction work is carried 
out by * self-supporting contracting construction o rg a nisat ion spe- 
cialising in construction work! It has Its own m a heri a 1 ^ t e chnic a l 
base, modernisms, transportation facilities, working capital, housing, 
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and perra orient construction cadres* As a rule, tbe contracting or- 
ganization has all the facilities for industrialized construction, 
that is for making large-scale use of finished construction parts, 
semimanufactures , and factory -made structural components* 

The client method of construction is carried out by the or- 
ganization for which the construction project is meant* In such 
cases the possibilities for specialisation are quite limited, the 
cadres are not permanent , etc* Since construction is not the main 
function of the particular organization, it has no strong incentive 
for improving the method of construction work. 

Th*. sphere of activities of the contracting construction or- 
ganizations in the USSR is being c^'stcmatically expanded. In several 
of their decisions, the KP and government emphasized the need for 
strengthening the contracting construction o rg a ni zations . This does 
not mean that the client method of construction may be discontinued 
altogether since it is Impossible to discontinue relatively small 
construct ion Jobs. The contractual method, however, must account 
for an ever increasing share of construction* 

At pre s ent the contracting construction organisations are 
combined Into the following separate spec ializ e d minis tries I the 
Ministry of Construction of the USSR* the Ministry for the Construc- 
tion of enterprises of the Metallurgical and Ch e mi cal Industry, tbe 
Ministry for the Construction of Oil Industry Enterprises, the 
Ministry for the Construction of Electric Power Plants, the Ministry 
of Transport Construction, and the Ministry for the Urban and Bural 
Construction of the USSR* The housing and civilian constr uc t i on In 
Moscow is carried out by a huge territorial construction aMLnistra- 
tlon, Olavaosstroy* Contracting construction organizations are 
available also In the noneonstruction ministries. 
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The construction and iastaXlation work performed by the 
sir is tries and departments by the so-called client method, that is 
without the aid of contracting organizations, is listed In the capi- 
tal works plan under the name of the particular organization- The 
work performed by special contracting orga niz ations is in dicated in 
the capital works plan under both the client ministry and the con- 
tractor ministry. 

The part of a ministry’s capital works plan to be performed 
by contracting organizations is turned over to the contracting 
ministries along with the specif icat ions for construction and in- 
stallation work, labor output, utilization of m a ch i ne ry and materials, 
and the cost of construction and installation work* the volume of 
construction and installation work is distributed among the mentioned 
ministries • 

Acting an the basis of the approved plan for the development 
of the national economy, the clients and contractors conclude the 
following agreements with each other* a general agreement covering 
the entire volume of work provided for by the general construction 
budget and direct agreements covering definite parts of the budget* 

Agreements are also concluded between the general contractor 
and various specialised organizations on subcontract work such as 
technical-sanitation, hydrotechnlcal and electrical Installation 
Jobs, etc* 

Work assignments to various construction trusts are mad e by 
ministries end p**" administrations on the basis of the approved 
state and agreements* The construction trusts. In tun, ap- 
prove the annual, suarterly, and monthly construction 

arisrlnistrntlons* 
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| eoBstruction c«o«sisatiODs sot only got# their quan t itat iv e 

1 sod ^u&lit&tive assignments din connection vith const^ctioD end to* 

stallation work, The plan also specifies their rights to acquire 
the material and financial resources necessary for implementing 
their plan, ^he construction organizations are given working funds, 
payroll funds, a plan to secure the required qualified labor force 
for construction work, etc. The contracting construction organiza- 
tion operates on a self-supporting basis. Its accounts with the 
client are settled upon the latter's acceptance of the construction 
items, which are estimated individually, or larger structural com- 
ponents. 

By its economic structure the construction industry is actu- 
ally part of heavy industry but in every aspect of the plan it is 
singled out as a separate independent industry. 

Its one feature in common with the rest of the industry is 
that the construction industry produces a material product without 
the aid of the natural reproduction process while in all branches 
of agriculture the economic process is interwoven with the natural 
process of reproduction. However, in view of the peculiar charac- 
teristics of the construction Industry, its development is planned 
separately and its indaxm are not included in the index e s of the 
industry as a whole. Thus, for example, the gross output of the 
industry does not include the output of the construction industry. 
The same is true of the indicators of labor productivity, red u c e d 
costs, etc. 

Tbs construction industry is listed in the plan aa a special 
industry in view of the peculiar nature of its material output. 

- 129 - 


■ 


Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 




Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81 -01 043R001 000050007-4 


The construction industry "puts out" -basic capital. 
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training of cadres for a future enterprise, the iaprovement of land 
for construction purposes and several others listed under the 
general title "other expenditures.” 

Ac for the unfinished capital works, the principle of com- 
puting the gross output Is the same as in industry; only the in- 
crement of unfinished capital works is included in the gross output. 

Following is an example of determining the total volume of 
the con struct ion industry 1 s output* 

The unfinished construction on the first of the year amounts 
to 80 billion rubles; 130 billion rubles 1 worth of basic capital is 
to be introduced during the year; unfinished construction by the 
end of the year should amount to 90 billion rubles; the cost of the 
equipment within the limits of the capital Investments of the given 
year is billion rubles; and other expenditures amount to 6 bil- 
lion rubles. 

In this case the gross output would be; 3.30 billion rubles, 
representing the construction 'commodity output," plus 10 billion 
rubles of unfinished production increment (90-80), minus billion 
rubles* worth of equipment and 8 billion rubles of "other expendi- 
tures: 1 ' 

130 -v (90 - 80) - (45 f 8) * 87 billion rubles. 

What is the vol\ne of capital works during the given yeart 
It obviously amounts to 

130 -r 90 - 80 s 140 billion rubles. 

2f the cost of equipment and the other expenditures are ex- 
cluded from that valine, we will get the cost of construction end 
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installation work: 

iho - - 6 - 87 billion rubles . 

Thus the output of the construction industry, calculated by 
the same method ac the gross output of the other industries, coin- 
cides with the volume of construction aid installation work. 

The planned output of the construction organisations actually 
exceeds the volume of construction and installation work since the 
special construction organizations also do part of the capital re- 
pair work as well as certain types of work connected with the ma^or 
operations of industrial and other enterprises. 

Thus the output of the construction industry, as expressed 
in monetary terms, represents the volume of construction and in- 
stallation work which is determined in the same manner as the out- 
put of the other industries • 

In what *way, then, is the output of the construction indus- 
try so different as to be in a class by itself, apart from tne resu 
of the industry* The difference is entirely due to the fact that 
the construction industry produces fixed capital, not circulating 
capital. Sven the machine -bi id 1 ding industry does not produce 
ready-to^work basic capital. The machines cannot be put to practical 
use before the appropriate buildings and installations are ready 
for them. applies even to transportation facilities , the 

equipment of the extracting industry, tractors and other types of 
equipment which, though not subject to assembly or installation, 
cannot be exploited without depots, repair shops, gsxmgss, roads, 
etc. 
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Thus even the finished machines require additional social 
labor before they can be turned into operating basic capital. 

By putting up buildings and installations and installing 
equipment, the construction industry creates tbe preconditions ^.o- 
converting the machines into productive basic capital. 

In addition to this basic difference of the construction 
industry, mention should be made also of its different character- 
istics in the field of production technology, namely* 

The output of the construction industry in utilised or. the 
epot, following the completion of a project, therefore, the construc- 
tion process is shifted to another place while in all other indus- 
tries it remains fixed to the some place; the construction site is 
selected primarily by the operational advantages of the future 
project and not by considerations of cost or convenience to the 
c on ot ruction organization; 

construction goes through a very long production cycle often 
extending to a number of years; 

in the great majority of cases construction la individual* 
in every Job account must be taken ctf the peculiarities of the con- 
struction site, of the particular equipment to be Installed In the 

project, etc. 

It should be borne In mind, however, that In the future, 
construction Is carried out entirely by the use of prefabri- 
cate structural co*oDe«ts and parts for standard project., the 
t1 third features of «==tructlon will lose timlr algnlfl- 
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Thg planning of the construction industry, in all its aspects, 
is subordinated to the prob3.esi of implementing the construction and 
installation plan at the lowest possible cost in working time, iaa- 
terlal and financial resources. 

The capital work s plan is one of the nost important parte 
of the entire state plan; its implementation calls for enormous ex- 
-penditures ox labor, material, and financial resources * 

To make the necessary provisions for the capital works plan 
it is not enough to determine the volume of construction and in- 
stallation work to be performed for each ministry; it is also neces- 
sary to determine the volume of construction and installation work 
each ministry should complete and the particular labor, material 
and financial resources it needs for doing it. 

The planning of the development of the construction industry 
as a whole consists in, first, the planning of construction work to 
be assigned to the construction organizations, that is the industry *s 
own planning; second, the planning of government measures designed 
to ensure the further development and strengthening of the con- 
struction industry end, primarily, its performance for such non- 
construction organizations as the heavy industry, transportation, 
and the labor reserve system* 

In socialist r e pr oduction , the implementation of all these 
■hjiaVn is closely interr elated. It is nevertheless methodological ly 
i m por t ant to single out vhat lo connected with the mobilisation of 
the reserv es of a given industry, that is the construction industry! 
the plan -specified assi gnmen ts of the other industries must, in this 
co n ne c tion, fat considered as already defined and used as pertinent 
inf o r m at ion in planning the construction industry* 
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Tbe planning of "the concluruction industry covers every aspect 
of activity of the construction organizations . It is designed to 
speed up the introduction of basic capital, assure a high quality 
of the cceaaissioned projects, and the most economical expenditure 
of materials for construction purposes* 

The (IP and the Soviet Government have always devoted much at- 
tention to the development of the construction industry. The de- 
cision of the Council of People 1 c Commissars and the Central Commit- 
tee of the All-Union KP (bolsheviks ) of 11 February 1936, "On im- 
proving construction and leaking it cheaper"; nhe decision of tne 
Council of Ministers USSR of 9 May 1950, On reducing the cost of 
construction"; the decision of the Central Committee of the CP USSR 
and the Council of Ministers USSR of 19 August J-95 ^ » 
velopment of the production of ferroconcrete structural components 
and parts for construction purposes"; the decision of the TsK KPSo 
anf} the Council of Ministers USSR adopted on 23 August 195 5> "0° 
naasurea designed to promote the industrialisation, higher quality, 
and lower cost of production"; and several other party and govern- 
ment decisions are examples of concrete leadership in improving 
construction on the basis of higher technology* 

In December 19^4 the TsK KPSS and the Council of Ministers 
USSR an 11 -Union conference of builde r s, architects , work- 

ers of the obstruction materials Industry, construction and road- 
building machinery and of projects and scientific-research organiza- 
tions. That conference produced the most va l u able material for the 
further is^proveoent of the construction industry* 

The All-Union Conference of Builders in 195^ adopted the 
of t;he following appeal to all construction industry workers! 
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"Our chief problem Is to shorten the construction pertoas, 
introduce new buildings and Installations on time, reduce the cost 
of construction and improve its quality." 


a „pl»l — i» «» W* -» «“ 

solution of that problem possible. 


The shortening of the construction periods is closely con- 
nected with the reduction of construction cost. 


Thus, for example, calculations show that the reduction of 
the period of mine construction from 8 to U years mafces it possible 
to reduce the actual cost by .boa* K*. Considering the present 
scale of mine construction, the total annual economy would amount 
to about one billion rubles. 


The reduction of construction time Is important also frcm 
the point of view of the entire national economy. The less time 
it takes to build an enterprise, the sooner it gets into operation 
producing commodities for the national economy and speeding up the 
process of socialist reproduction as a whole. The possibilities 
for reducing construction periods, however, have not yet been fully 

explored. 
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technology. The systematic lag in nine construction acts as a brake 
on the development, of the coal industry and the entire national 
economy. The reason for that lies not only in the unsatisfactory 
planning of capital investments, the scattering of facilities, etc, 
but also In the organization of construction work. 

The experience of leading construction has served to reveal 
enormous possibilities for reducing construction periods . 

Thus the shaft-sinking brigades of the Stalin -shakhtoprokhodka 
trust, headed by Ivan Pilipenko and Peter Gulyashov, not only manege 
to reduce the planned shaft-sinking time but seek to reduce that 
time still further. These brigades began the sinking of the Kalinin 
mine shaft in January 1955- Its full depth is 457 a- According to 
the plan, the sinking of such a shaft takes one year. The leading 
mine workers introduced basic improvements in the organization of 
shaft -oinking. They improved the water-pumping process, mechanized 
the process of earth-loading from the bucket hoists onto dump trucks 
vith the use of pneumatic shut-off devices, improved the lighting 
and signal system in the shaft and, what is most important, com- 
bined several operations to he performed simultaneously. The vater- 
pvsaping operation was particularly successful. A water -retaining 
ring was installed underneath the water-bearing soil of the minej 
from that ring the water was moved to the surface by special iwter 
hoists or air lifts. This simple autoaatlc equipment worked with- 
out e break. There is so little water leaking into the stops thet 
it can be removed with buckets together with the slime. As e re- 
sult, the —Mi shaft-sinking plan at the Ihlinln mine was com- 
pleted in 4 m o n t h s 1 
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brigades headed by comrades Pilipenko and Gulyashov have 
already topped the highest shaft -sinking indexes in the world. The 
highest speed of shaft-sinking was attained by the British in 195^ 
in the Merris -Spruit mine in South Africa* The shaft of that mine, 
308 m deep, was sunk at a speed of 182 linear m per month* The 
shaft workers of Pilipenko ! s brigade ana the timberers of Gulyashov’ e 
brigade produced over 200 linear m of finished shaft in Inarch l 

Experience h ap shown the great possibilities for reducing 
construction periods in all branches of the national economy . 

It is possible to build a machine-building plant within a 
short period. The Yuxfapromstroy trust, for example, built a large 
industrial enterprise in 150 days# 

It was proved that a furnace can be built in 7-8 or even 5-6 
months# On 12 April 1955 the second furnace was blown in at the 
Stalin metallurgical plant in Rustavi . The furnace had been built 
in 9 months# Observing the technological rules of construction, 
which were based an a combined chart, made it possible to complete 
the furnace so soon* The Dneprodxerxhin ak workers built a furnace 
in 8 months# What accounts for their success t First of all, the 
observance of the high-speed construction principle: thorough and 
well thought out preparations, prefabricated structural components, 
a high mechanisation level, the combination of labor processes, and 
the concentration of effort and facilities on the major targets* 

Tbs experience of the leading workers shows that there are 
no objective reasons for mines to remain under construction 2-3 
times as long as specif led in the plan, and for cement plant con- 
struction to last 6-7 years, as is often the case, at a time when 
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better management such plants could go int« production 1 l/2-2 
years after their construction began. 

The enormous possibilities for increasing construction speed 
are revealed by the figures on the work done by Glavmosstroy In 
1954 ; that work was achieved by the large-scale application of in- 
dustrial construction methods. 

It takes 8-10 months to build an 8 -story apartment house in 
Moscow. Thirteen 5-story hotels were built in 8 months. A 5 -story 
school building made of large blocks is built in 4 months, etc. 

The use of finished manufactures in trimming and finishing work 
plays an important part in the development of industrial construc- 
tion methods, The use of dry trimming methods is constantly in- 
creasing. These methods accounted for 85* of the total volume of 
trisming work in 1953- The use of these methods reduces labor can- 
sumption to 1/3 or 1/4, shortens the time required to build houses 
and cultural buildings, and facilitates the solution of the prob- 
1 «b of year long construction work. The mechanization of paint- 
ing operations, it is true, has not reached the planned level, but 
painting was 61* mechanized as far back as 1954. The ave «« e lAi>or 
used in construction work in 1954, 1.4 man-days per one cu m of 
building, has been reduced by 28* in the past 3 years. 

The of the construction industry is called upon to 

contribute to tbs widest possible popularization of advanced con- 
structlOD oethods. 

9. major objectives pursued by the pla nni n g of the construc- 
tion industry are* the volwe of construction and installation work 
performed by the different ministries} technical progress in the 
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Industrialization of construction ; improved utilization of construc- 
tion machines and materials; higher labor productivity in construc- 
tion; an d lower cost of construction and installation work. 

1. The Volume of Construction -Installation work per Ministries 

The volume of construction -installation work per ministries 
is the basic and decisive part of the plan for the development of 
the construction industry. 

In the state plan, the volume of construction -installation 
work is distributed among the contracting organizations and the 
clients. Thus every contracting organization gets its assignment 
for both the total volume of construction and installation work 
and the amount of work to be performed for each client separately# 
Agreements between the contractors and the clients are concluded 
an the basis of that plan. These agreements control the mutual 
relations between the contractors and the clients during the imple- 
mentation of the state plan. 

It sh ould be pointed out that the client ministry Is re- 
sponsible to the government for fulfilling the capital works plan 
approved for that particular ministry* This forces the client to 
keep an eye on the contractor's performance on the ag re e m e n t and 
take the necessary measures to Improve the work of the construction 
organisations and. If necessary, to apply financial sanctions# 

In the national e c o n om y plan the responsibility for imple- 
menting the construction and installation monk is fixed at the 
ministry and department levels# However the correct distribution 
of the total volume of construction and installation work must taka 
into account the capacities of the various construction organisations 
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Included In those ministries , the possibilities for disproving their 
equipment, increasing their labor output, etc. 

The volume of work to be performed by the construction minis- 
tries is also distributed according to the above-limit construction 
projects. If the title list shows what particular organizations 
have been assigned to build the various projects for a particular 
title list -holding ministry, then the list of projects to be erected 
by the construction ministry shows the distribution of the total 
work volume, to be carried out by the organizations of the construc- 
tion ministry, between the clients and the construction projects • 

2. Technical Progress and the Indus trializat ion of the Construction 

The expansion and improvement of construction work on the 
basis of advanced technology are designed to encourage the construc- 
tion industry’s active participation in the effort to achieve the 
maximum satisfaction of society's needs. 

The introduction of new machinery an construction technology 
is contingent upon the successful development of heavy Industry as 
a whole, particularly on its branches directly responsible for pro- 
viding the material supplies for the construction industry} the 
ferrous metallurgical industry, construction and road machine-build - 
ing, the production of structural components and parts, and the pro- 
duction of wooden and mineral construction materials. 

The national economic plan provides for the all-round de- 
velopment of the industries contributing to the Improvement of con- 
struction by industrialising it. 

"The decisive precondition for the basic improvement in con- 
struction work is the further industrialisation of construction," 
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H. S. Khrushchev told the A ll-Union Builders ? Conference in Decem- 
ber 1 954. 

The construction industry needs increasing quantities of the 
latest types of construction machines and mechanisms to cope with 
the ever growing volume of construction and installation work* 

In tiie first 4 years of the Fifth Five-Year Plan the basic 
capital of the construction organizations was increased 1-5 times, 
excavators 2.6 times, heavy-duty scrapers 4.4 times, bulldozers 
3.4 times, and caterpillar, tower, truck and rail cranes 4 times. 

However a further improvement is now required in the pro- 
duction ox construction machinery designed to solve the current 
problems of labor mechanization and the large-scale introduction 
of prefabricated construction methods. 

It should be emphasized that the various construction mecha- 
nisms are functionally closely related to each other. The effi- 
cient utilization of a powerful excavator, for exacple, largely 
depends on the mechanization of other types of earth -moving works 
earth removal, loading and unloading, ground leveling, etc. 

The mechanization of the basic work processes is no longer 
a problem — that problem was in the main solved by the end of the 
Fourth Five-Year Plan. %e present problem is the co m p l e x mecha- 
nization of the construction processes. 

Certain successes have al ready been achieved In developing 
complex mechanisation* Zn 1953* 795& of the earth work and 68£ of 
the concrete voxk were performed by the c omp l ex mechanisation method. 
The construction machine-building industry, however, baa so far 
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failed to provide the construction projects with the machines ana 
mechanisms required for the large-scale complex mechanization of all 
construction processes. 

In transportation construction* far example, manual labor 
still accounts for 10 * of the road-bed work, 35 ^ of the track-laying 
work, and 50* of the road graveling. Particularly much manual labor 
is still used for loading ana unloading operations, trimming, roof- 
log* and certain other Jobs. 

The mechanization of painting operations in construction is 
still at a lew level both in the USSR and the rest of the world. 

But there are possibilities for mechanizing such work. Thus, for 
example, in the mechanization of plastering operations we are con- 
siderably ahead of the major capitalist countries. 

In several cases the efficiency of the Introduction of the 
latest machinery is kept down by the inadequate output of lees ex- 
plicated but badly needed machines for complex mechanization. 

Only 3 6$ of the earth work had been mechanized by the be- 
ginning of the Fourth Five-Year Plan. More than 850,000 workers 
had been employed in manual earth-work operations . In 1953 the 
mechanization level was raised to 90*. That made it possible to 
reduce the number of workers engaged in earth work by 500,000 and 
double tbs work volxsne at the same time. That problem was solved 
by organizing tbs large-scale production of highly efficient ex- 
cavators, scrapers, bulldoeers, graders, automatic gradars, etc. 

Ibe mechanization of small earth-work operations is required 
to further develop construction industrialization. But the present 
output of small excavator, with 0.25 - 3 -coops is still 
me production cf excavator* with 0.15 m3 scoops must else be orgs-iasd. 
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A very iinpcrtant problem Is the mechan ization of loading and 
unloading, transportation and auxiliary operations c Of those opera- 
tions & 3 # were mechanized in 1953 * Increasing that volume 2-3 times 
would mean the release of 100, 000 workers for other Jobs. The out- 
put of new equipment is now being organized with that in mind. 

It was pointed out at the 195 ^- builders 1 conference that we 
still do not have the simplest types of tamping machines for tamping 
the ground under crowded conditions. Nor do we have any of the 
urgently needed machines for processing and loosening frozen soil 
and for unloading cement and other free-flowing materials under 
construction conditions. There is a shortage of mechanisms for 
finishing operations. Quite inadequate also is the output of 
various devices for highly efficient machines which would widen 
the scope of operations and improve the utilization of those ma- 
chines. S’here is little production of clamping devices for cranes 
designed to lift various types of freight, and special scoops for 
excavators • 

The decision adopted by the TsK XPSS and the Council of 
Ministers USSR on 23 August 1955* outlined a program of increasing 
the existing pool of construction machines and mechanisms and of a 
more rational utilisation of the available machinery. The problem 
facing the builders in this connection is to raise the average com- 
plex mechanisation level for the construction industry in 1957 to 
90# of the earth work, 89 # of the stone-crushing work, up to 99# of 
the assembling of ferroconcrete and steel structural components, 
and up to 70# of the lo a d in g and unloading operations. 

The current problem, in addition to ro^ple.ii. morhsTilistlon^ 
is to replace obsolete construction by new ones, ftrfa 
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calls for the designing and production at nev machines adaptable 
to the latest construction methods. Particularly important is the 
introduction of new machines that would enable us to use new and 
better construction materials and factory-made structural components 
and parts. 

In addition to heavy modern construction machines, the plans 
should also provide for the large-scale introduction of so-called 
minor mechanization (containers, simple devices, improved tools, 
etc), ^he machine-building industry still refrains from supplying 
the construction industry with minor mechanization facilities . 

One reason for the 3 lav; introduction of new construction ma- 
chinery is the unsatisfactory work by scientific-research organiza- 
tions . 

The ToK KPSS and the Council of Ministers USSR outlined con- 
crete problems for the scientific -research organizations and charted 
the course of their future work. 

An academy of construction and architecture USSR has been 
opened under the State Committee of the Council of Ministers USSR 
for Construction to elaborate the Important scientific problems in 
construction and architecture and coordinate the scientific work 
done by scientific organizations and Highly institutions of learning. 

The construction organizations ' requirements of more machinery 
are determined on the basis of every different type of machine by 
the following basic considerations t the volume of construction and 
Installation work (is physical terms) performed by the particular 
type of machinej the output of one machine per work shift j the num- 
ber of macMne-ohifta required for the total volisae of vork| the 
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number of machine -work shifts ner year* 

- year, the average annual number 

of machines . 
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determined by the construction organizations In their requisitions 
for equipment. Just like in the case of all departmental requisi- 
tions for equipment, the central planning organs check to see, 
first, if the norms of exploitation of the existing machinery, on 
vhlch the requisition is based, are not too low and, second, whether 
allowances are made in the requisitions for possible technical 
progress. 

Drafted in conformity with the program of providing machinery 
far construction purposes, the plan for developing the const miction 
industry specifies the measures required for increasing the relative 
share of mechanized construction, including complex mechanization, 
affecting various types of jobs and work processes. 

Technical progress consists, further, in speeding up the 
conversion to prefabricated construction methods which reflect a 
high degree of construction industrialization. 

The preceding chapter dealt with the problems of supplying 
the con struct iotn industry with the structural components and parts 
required for introducing prefabricated construction methods. But 
the point under consideration is not only industry . Much depends 
on the construction organizations themselves; they have not yet 
used all available possibilities for introducing prefabricated 
construction methods • 

The major prerequisite for industrializing construction Is 
the expansion of the output of prefabricated ferroconcrete and Its 
use In construction • 

The tasks outlined In the plan for the deve lop m ent of the 
construction industry must be based on the rapid c onv ers ion to 
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progressive prefabricated construct ion methods. While the solution 
of the problem connected ’with the further mechanisation of construc- 
tion depends largely on the machine -building enterprises, the im- 
provement of construction by the use of prefabricated structural 
components and parts, as was proved by the experience of the lead- 
ing workers, depends primarily on the construction organizations 
themselves . 

The decision of the TsK KPSS and the Council of Ministers 
USSR "On the development of the Production of Prefabricated Ferro- 
concrete Structural Components and Parts for Construction Purposes" 
emphasizes that "the very unsatisfactory use of prefabricated ferro- 
concrete structural components in industrial, housing and agricul- 
tural construction, as well as the wrong use of metal and lumber, 
are not caused by technical backwardness but by the inertness and 
sluggishness of the planning organizations." 

The use of the manifold (poliganniy ) method of producing 
standard ferroconcrete structural components, which can be done on 
the construction site, has been particularly Inadequate. 

Still more Intolerable is the inadequate use of large brick 
blocks. The situation In regard to the Introduction of large brick 
blocks is particularly an unhappy one. Ou r Czech friends have al- 
ready built enterprises for the production of large brick blocks 
which are successfully used in the construction of oultlstorled 
bui l d in g s . And here. In the birthplace of that net hod, such con- 
struction has not been widely popularized. 

The large-fldLe use of containers is very im por ta nt far 
achie ving an economy In the use of bricks. But a new step forward 
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must now be made; that is to initiate the mass production of brick 
blocks by t& brick plants. That will enable us to economize not 
only in the use of bricks but also in tlie expenditure of labor. 

In line with the further technical progress in construction^ 
one of the most important problems connected with the plan for the 
development of the construction industry is devising well-founded 
measures to improve the utilization of available machines and ma- 
terials in the construction organizations. There are vast possi- 
bilities in that field. These possibilities should be taken into 
account when determining the progressive utilization norms for vari- 
ous types of equipment and materials. 

The problem of complex mechanization is connected not only 
with the future replacement of manual labor by machines but also 
with the necessity of improving the exploitation of the powerful 
machinery already available in construction. 

Mec hanisms and construction materials are still kept Idle 
for long periods in the construction industry. In the first l/2 
of 195 ^ the single-scoop excavators were idle 23 # of their working 
time, the scrapers 30£, and the tower cranes 

The p l a nning of production quotas on the basis of the output 
per ma c h ine should be adjusted not to the average annual indicators , 
which are frequently too low due to Idle machinery, but to the ac- 
tual output per work shift achieved through the most efficient ex- • 
ploitation of machines and mechanisms . The reduction in the ex- 
penditure of metal, lusher, and other materials In construction 
should also be guided by the experience achieved in the 
construction projects. 
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The Improvement of labor efficiency in construction is very 
important for the national economy. A large army of writers is en- 
gaged in construction * The rate of basic capital reproduction at 
lower costs depends on the growing labor output in construction . 

The output of labor in construction has been increased 3 .5 
times in the past 25 years. But the problems facing us now call 
for such an expansion of basic capital as is possible only under 
conditions of still higher labor efficiency in construction. 

The nineteenth Congress made it obligatory to increase the 
output of labor in construction in 1955 by yfp as coopered to 1950 . 
But in 1954 the labor output was only 32 ^ above the 1950 level. Al- 
though the supply of machinery and effective construction materials 
and the improvement in planning depend primarily on industry, trans- 
portation, and the planning organizations, the improvement of labor 
efficiency and reduction in construction coots are determined largely 
by the construction organizations themselves • The plan contains 
specific requirements for higher labor efficiency to be met by each 
construction organization every year (in the national economic plan 
such requirements apply to ministries ) • These assignments tote into 
account not only the general measures specified in the plan but also 
the reserves available in construction. The principal objective of 
these assi g nm en ts are the progressive methods of construction vork. 

The rate of increasing labor output in construction. Just as 
in the other branches of the national e c ono my , must be faster than 
the average rate of growing wages • However in the first ^ years of 
the Fifth Five— Tear Plan the real wages of wo® here nod employees 
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went up 37 thereby exceeding the level envisaged for the entire 
five-year plan, while the labor output in industry was up 33# and 
In construct icc 3®-/* * 

The increase in workers 1 wages must be based on better or- 
ganization of labor, the introduction of progressive construction 
methods and on the higher qualifications of the workers. 

The construction organizations are still slow in introducing 
the well-tested methods of raising labor productivity. Thus, for 
example, the package method of delivering bricks is preferable even 
to the use of containers since the latter require tens of thousands 
of tons of metal for their production. The package delivery method 
makes it possible to eliminate manual work in loading and unloading 
operations. The transportation of wall-making materials in packages 
placed on small bottom plates is particularly important for construc- 
tion in the villages. One bottom plate costs 25 rubles but a con- 
tainer costs over 200 rubles • The labor Involved in such deliveries 
is reduced 2&f> and the total delivery cost by 17 - 20 ^. 

So far, however, little attention has been paid to the intro- 
duction of the package method of delivering bricks which would make 
it possible to dispense with the labor of many thousands of workers 
engaged in the loading and unloading of brick, slag blocks, etc. 

The liquidation of the labor turnover also largely depends 
on the construction organisa t ions . She party and g over n m e n t devote 
much attention to Improving ths housing and dally living conditions 
of the construction workers. In the first k years of ths Fifth Five- 
lfcer Plan the permanent living quartern for the construction workers 
ware doubled. The cultural services for the construction wasters 
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are being improved. The measures adopted in this field, in ac- 
cordance with the decision of 23 August 1955, Provide striking 
evidence of the party's and government's concern for the improving 
the housing and living conditions of the construction workers. 

The construction organizations themselves, however, do not 
make satisfactory use of the available possibilities for improving 
the life of the construction workers. 

The planning of higher labor productivity cannot be adjusted 
to the low labor output at the construction sites where not much 
attention la paid to the workers' living conditions, their quali- 
fications and the training of so-called unskilled laborers, etc. 

The plan indicators of the output per construction worker are baaed 
on the progressive rates of working time utilization in the construe, 
tion organizations which offer the best cultural and daily services 
for the workers in addition to the other meaaures designed to raise 

labor productivity. 

k. The Reduction in the Construction and Installation Wo rk 

Construction and installation work is approved in terms of 
budgetary expenditures. The client also pays for such work accord- 
ing to budgetary coats. The budget includes a certain amount of 
profit fixed according to the existing regulations. 

Tte reduction in the cost of construction and installation 
work, as compared with the budgetary coat, increases the profit of 
construction organization. Just as the "duel cx»t of the in- 
durtrinl output increase, the profit of the industrial entarpri".. 

The planning of a reduction in the coat of construction and 
installation work, however, has one important d*r«rteriatic . In 
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the annuel plan, the percentage of the reduction In the coat of 
construction and installation work Is fixed not according to the 
cost level of last year, hut on the basis of the cost specified in 
the budget. This is because of the changing nature of the work per- 
formed by the same construction organization in different years. 

It is impossible to directly compare different types of con- 
struction and installation work Just as it is impossible to fix the 
percentage of cost reduction for different types of industrial com- 
modities. From the budgetary point of view, however, it is <iuite 
possible to compare the cost reduction during the plan year with 
that of last year since the economic content of the norms and prices 
specified in the budget is similar in every part of the budget. 

For example, if the cost of construction and installation 
vork last year was 7* less than the budget figure, and next year’s 
plan calls for a 10* reduction in cost, as conpared with the budget, 
it is possible to get a clear picture of the changing cost during 

the year. 

The directives of the nineteenth Congress of the SPSS on the 
Fifth Five -Tear Plan call for a reduction in the cost of obstruc- 
tion and installation work of at least 20* during the 5 years. The 
in the utilization of material and labor resources in 
construction as well as the shortcomings in planning and budget fix- 
lag resulted in the failure to reduce the cost of construction and 
installation operations as provided in the plan. 

The reductions In the coat of construction work computed for 
every construction organization are combined into plan assignments 
which are approved for the different ministries . 
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It takes a detailed analysis of the possibilities for reducing 
every component element of cost before the percentage of the reduc- 
tion in the cost of construction and installation work can be deter- 
mined. These are the component elements: 

1. The materials at prices including free delivery to con- 
struction site* The reduction in the cost of this item Is deter- 
mined on the basis of the planned reduction of material expenditure 
on different construction elements and on the entire volume of con- 
struction and installation work to be carried out by the ministry. 

2. The base wages of the workers* These wages are calcu- 
lated so as to facilitate the plan -specified faster increase in 
labor productivity than the average wage increase* 

3. expenditures connected with the mecha niz ation of 

work. 

U-. The services of auxiliary organizations and outside 
services (steam, water and transportation in connection with earth- 
moving work, etc). 

5* Overhead expenses* The latter include: administrative 
costs, supplemental wages of workers, extra charges connected with 
the payroll, cocsaunal expenditures involved in construction , the 
cost of guarding the construction premises, of organized recruit- 
ment of workers, etc* The overhead expenses in the budget account 
for a definite percentage of all the other expenditures which com- 
prise the so-called "direct expenditures * n The ratio between the 
overhead and direct expenditures in production, in percent, is 
graduated for various industries and is used as a basis for fixing 
the limit of overhead expenses in the budgets. For installation 
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vork, the ratio between the overhead expenses and the base wage 
rate of the workers is used* The provisions in the plan for re- 
ducing the overhead expenses, as compared with those indicated 
in the budget, are based on the possibility of speeding up con- 
struction and improving the organization of work. 

measures now carried out to promote the industrialisa- 
tion of construction will substantially reduce the cost of construc- 
tion and installation work. This was proved by the practice of the 
leading construction organizations. Indicative in this connection 
is the example cited at the builders conference in 19 $h from the 
experience of Kharkov trust So 66. By replacing the planned metal 
carrier installations in one of the machine-building shops under 
construction by ferroconcrete installations, the trust workers suc- 
ceeded in reducing the expenditure of metal from 105 to ^5 Kg per 
square meter of floor space in the shop. Construction costs were 
reduced by about one million rubles. 

Calculating the reduction in the cost of construction and 
installation work on a national economic scale is quite cooplicated. 
In planning a single construction organisation it Is possible to 
analyse the available figures in greater detail. It is. In particu- 
lar, possible to avoid the shortcomings inherent in planning output 
and material -expenditure norms based on one mill ion rubles * worth 
of construction and installation work. It is possible to fix defi- 
nite noxms for different physical volvnes of work with reference to 
individual construction organisations. Consequently the total per- 
centage of the reduction in construction cost can be altered on tbe 
basis of the computations made for different or ganis a ti o ns . 
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Reflected in the approved quotas of cost reduction in con- 
struction and Installation work Is the general aspect of the meas- 
ures designed to produce an economy in the use of embodied and cur- 
rent labor In production. 

The state work quotas for all the major aspects of the de- 
velopment of the construction industry discussed above are approved 
in the national economic plan. 

All these work quotas apply to the construction organizations 
of both the construction and nonconstruction ministries. The capi- 
tal construction quotas for the non construction ministries are spe- 
cified in all sections of the plan. 

To ensure the successful implementation of the state plans 
for the development of the construction industry, it is first 
necessary to inform the various construction organizations about 
those plans on time. The failure to do so is one of the principal 
reasons for the widespread setback in construction work in the 
first quarter of the year. 

The builders conference in 1954 emphasised that the setback 
in construction in the first quarter of the year, as compared with 
the fourth quarter of last year, can and must be liquida t e d . To 
achieve that ala, it is necessary to complete the coordination of 
the title lists, the legalization of the fi nanci ng operations, the 
preparation of technical documentation , and the approval of plans 
and the solution of other problems not later then 2-3 months before 
tbs first of the year. 

It has now been decided that the annual capital construction 
plans will he approved not later than 15 hov—ber so that they can 
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be made known at the construction project before 1 December of the 
year preceding plan year# 

Making the plan quotas known on time should cot under any 
circumstances adversely affect the distribution of vork quotas 
aaong the various construction projects. The struggle against the 
practice of scattering funds in construction calls for a well 
thought-out distribution of quotas and funds among the various 
construction projects designed to have the projects to he comnis- 
sianed begin operations on schedule. 

In several cases the client ministries include additional 
requirements for their projects under construction that are not 
needed for commissioning the mentioned projects on time. If, for 
example, the cost of the basic equipment amounts to only k0-5<* of 
the total cost of the enterprise, as is often the case, the im- 
portance of concentrating on the completion of such an entei*rise 
without dispersing the available funds among secondary targets be- 
comes obvious. The artificial expansion of the projects to he com- 
missioned is conducive to a dispersal of effort, tends to delay the 
commissioning of the basic equipment and freeze the government's 
large capital investments . 

It is very important to effect a more even quarterly distri- 
bution of the capital vorka. This is necessary for the proper or- 
ganisation of labor in construction, the elimination of labor turo- 
ovor, and the systematic comaiasiooing of completed projects. 

rtm practice of the unsystematic introduction of new produc- 
tive capacities , particularly the concentration on such introduc- 
tion in the fourth quarter of the year, has not yet been aliminated. 
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Tkus In 1953 some of tbs new productive capacities in many branches 
of heavy industry (for pig iron smelting, the production of tractors 
and combines, for electric power plants, etc) were readied for ex- 
ploitation in the fourth quarter of the year while others were com- 
pleted only 50-6C# and over. Fifty percent of the living floor- 
space was completed in the fourth quarter. 

The frequent changes made by the ministries and departments 
In the title lists of the projects under construction are absolutely 
intolerable. Close to 10,000 changes were made in the plans of vari- 
ous construction projects in 1953 by 9 ministries alone. 

According to the decision of the TsK KPSS and the Council 
of Ministers USSR of 23 August 1955# any changes in the construc- 
tion lists may be made only by agreement with the contracting con- 
struction organisation . 

gam i t a/riging the construction organizations with the plans 
mean 8 more than improving the distribution of the approved over -all 
work quotas among the various builders j it also means the populari- 
zation of the advanced work methods incorporated in the state -fixed 
vork quotas the construction workers. The achievements of 

the leading workers are not easily gained victories. They have to 
be fought for, and for much creative effort. It is not enough 

therefore to include the resultant indicators of the advanced con- 
struction projects in the plan figures* All the construction work- 
ers should be shown how the successes of the lea d in g workers have 
been attained, and what difficulties they had to surmount* 

The propagation of the methods, ways and means employed by 
the construction workers is an organic part of the planning* 
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It means practical work with people without which all planned quotas, 
no matter how well though out, will amount to no more than figurea 
on paper. 

The development of the construction industry largely depends 
on the organizational improvement of the construction organizations . 
Technical progress and the industrialization of construction calls 
for corresponding organizational changes in construction work. The 
~>vt»f n-tmB pursued by such changes are the enlargement and special- 
lsa’tlon of the construction organizations . 

What we have recently been witnessing however, was not an 
expansion of the construction organizations but an increase in their 
number and the creation of many weak construction organizations. 

One third of the 7,500 contracting construction organizations avail- 
able in the Soviet Union by the end of 195* Had an annual operation 
volume not exceeding 5 million rubles. According to the 195* figures, 
about 60'£ of all general construction organizations in 218 large 
cities were unable to heap even a small excavator with a 0.5 
scoop working at full capacity. 

Handicraft methods of work, resulting from an excessive di- 
vision of the work volwae and a multiplicity of small construc- 
tion organizations, love been noted frequently not only in the con- 
struction carried out by the clients themselves but also by the 
contracting organizations • 

The expansion of the construction arfpnlzatlws produces 
positive results. 

< 0 ^ f t the of 195* construction In Noscott was 

a—. by 132 organizations belonging to 35 different ministries and 
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departments . To improve bousing and civilian construction and 
liquidate the practice of dispersing material and technical re- 
sources, the Glavmos stroy (Main Moscow Construction Combine) was 
created in April 195^. It consists of 56 trusts and 28 construc- 
tion and installation administrations which had previously belonged 
to 21 ministries and departments. 

Created within the Glavmosstroy were 5 general-construction 
territorial administrations and 2 specialized administrations (for 
road and bridge building and underground installations) . Hew trusts 
were also set up for foundation building (Fundaments troy ) , finish- 
ing work and motor transportation and for the mechanization of 
construction work. The Moscow City Executive Ccsmaittee (Mosgor- 
ispolkom) drafted a 3-year plan for the distribution of housing 
and cultural construction projects. The enlargement and specializa- 
tion of the construction organizations and their distribution by 
districts produced positive results as far back as 195^- In- 

troduction of additional living floor-space has been sharply in- 
creased and the efficiency of the Moscow construction workers con- 
siderably Improved. 

After the All-Union builders conference, the Tuzhuraltyazh- 
stroy (the South Ural heavy industry construction trust) adopted 
measures to expand its organizations* ^he trust is engaged in in- 
dustrial and civilian construction In several cities* Before the 
end of 195 t it co m pri sed 9 construction and installation administra- 
tions • They verm later combined into 6 a d mi n i strations with an an- 
nual construction capacity of 15 to 35 million rubles each. 

The consolidated administration, including the Chlcalov and 
Sol 1 -Hetakcye administrations , carried out considerably more work 
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than during the corresponding period last year. The first quarterly 
plan of 1955 vaa overfulfilled toy 2*$. The output rate has gone up 
37.2$, as compared with last year, and no losses have toeen sustained. 

Specialization toy sectors and the adoption of assembly-line 
construction methods have created more favorable conditions for the 
proper utilization of workers and for raising their output. All the 
work on the specialized sectors is now carried out toy complex brigades. 

"y e aU st take a course toward a decisive expansion of the 
construction organizations. Without it, any industrialization of 
construction would toe out of the question,” K. S. Khrushchev told 
the builders conference in 195 *+• 

The further strengthening of the construction organizations 
clXIb tor a smooth organization of the work according to rigid tech- 
nical regulations. But not all the construction organizations have 
as yet adopted rigid technical regulation governing construction 
work. 

Tke great possibilities for perfecting construct loo vork, in- 
herent In the application of suck regulations, have been reveales 
by the experience of several construction organisations. Thus the 
M f .« construction trust, following the example of the Zapcoroxh- 
stroy trust, toss toeen strictly observing all the technological regu- 
lations Is its housing construction since 1952* Following the In- 
troduction of the regulations, the working time spent per one mil- 
lion rubles' worth of construction work In akalnlstration Mo 2 at 
the trust was reduced toy 2,176 msn-dnys. Before the Introduction 
of such regulations, the cost of construction worts usually exceeded 
the budgetary cost of 5-6$, tout it Is now 2$ below the budget figure. 
e>»» quality of the construction has also boon lagrceed. 
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Very much of "the coBstrucfcioo and In staXX&'tiou work consists 
of transportation operations . ‘She dtoprovement of transportation 
in construction is very urgent since considerable overexpenditures 
have been incurred by the irrational organization of freight haul* 
ing. The tried and tested method of centralizing the transporta- 
tion of construction materials should be adopted on a large scale 
with a view to reducing transportation costs. 

Here is one of the examples told by Kuznetsk shaft-sinking 

miners: 

"The work of the Kuznetsk shaft-sinkers is greatly hindered 
by the slow removal of the earth from the shaft to the dumping 
place, and the poor supply of materials, particularly concrete, 
for building permanent props. 

’ In the Nonets B.sin truck drivers are paid for every cubic 
meter of soil they remove. Four trucks are usually assigned to 
service the shaft, and a fifth is kept in reserve. Idle facilities 
are a rare phenomenon • 

"Only one 3-t dump truck is assigned to the Kuznetsk mine 
shaft. The drivers ere Is no hurry to return from their hauling 
trips, arid instead of the average 20-25 round trips the trucks aake 
not more than 10-12. A slailar situation exists In the delivery of 
construction materials. Occasionally, vben patience runs out, you 
go up to the surface and reprimand the driver for unde r lining the 
irark. But be has no incentive to hurry. The drivers of the motor 
pool narking for the construction administration of the •Beresov- 
skaya-1* mine get paid by the hour vhether they actually work or 
not" fstrodte l 3 nsja Ossets /Construction Qssettj^", 29 April 1-955) • 
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Wage-leveling, snap estimates of work, the wrong payment of 
wages, etc, are still practiced in some construction sites, The 
measures now taken to streamline the system of work quotas and wages 
In construction (see Chapter IV) will create the necessary condi- 
tions for the final elimination of all sorts of violations of the 
socialist principle of payment according to the quantity and quality 
of the work. 

The display of experimental models of several construction 
projects will help strengthen the construction organizations from 
an organizational point of view . 

The Ministry of Construction USSR will display experimental 
models of 6 industrial an;; 4 apartment buildings in 1955. By pre- 
paring the sites for Its experimental construction, the ministry is 
pursuing the aim of a thorough study of the Industrial construction 
methods, on one hand, and the popularization of such methods, on 
the other. The blueprints of the buildings and the plans of con- 
struction organisation fix the expenditure of labor at 0. 6-0.7 ra an- 
days per one cubic meter of building apace, and the prefabri cation 
factor (koeff It s lent abarnoeti) at 0 . 55 - 0 . 65 ; for apartment build- 
ings the figures are 0*75 and 0*70 respectively* The construction 
of 10 experimental enterprises for display purposes was carried out 
in 1955 by the Ministry for the Construction of fisterprises of the 
Metallurgic a l and Chemical Industry. They consist of 5 industrial 
shops and 5 dwelling houses . 

The Ministry of Transport Construction USSR is building 10 
experimental engineering installations, industrial and dwelling 
buildings in 1955 * 
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Model construction or, sore properly, the assembly of pro- 
duction shops, houses, schools, hospitals and machine-tractor sta- 
tions is now under way on almost 200 construction sites. The con- 
struction of experimental project models represents an important 
stage in the progress toward the mass industrialisation of construc- 
tion, A new permanent All -Onion exhibition of construction and 
architecture will be built in Moscow in 195 6-19 56 with a view to 
demonstrating the achievements in construction technique, archi- 
tecture, and the production of construction materials, and popu- 
larizing and introducing advanced experience* 

The assumption made In Chapter III was that all the neces- 
sary facts and figures for the selection of the desired construction 
projects, to be entered into the title lists, were available. The 
provision of all the necessary facts and figures for the capital 
works plan, however, is Itself an independent, very important, and 
complicated problem. Indeed, if a sufficient number of project 
designs, financial and budgetary calculations and technical projects 
and estimates are to be available before the plan is drafted, they 
must be prepared beforehand in every detail to meet the plan's re- 
quirements* Worthless and unnecessary projects that cannot be 
utilised, on the other hand, should not be included. More than 
that, even suitable projects that may not be needed in the newt 
few years should be kept down to a minimum figure. Project plan- 
ning requires large funds. We must see to It that such funds are 
not spent unnecessarily or long before the need for the projects 
may arise. This is all the more important since projects pl ann e d 
for future construction may rapidly become obeolete and lag behind 
tedailcal progress* All that swans that project planning Itself 
must be carried out according to plan* 
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Project planning is divided into: 

(a) the planning of projects to be built during a given year. 
These plans provide for the preparation of technical projects* bud- 
gets and blueprints of the items to be included in the title list 
for the same year. In some cases* if the item is included in the 
title list without the preliminary facts and figures, provisions are 
made for appropriate project tasksj 

(b) the planning of projects to be constructed in future 
years. According to these plans all the necessary facts and figures 
are compiled during the current year for the construction projects 
to be started vithin the next one* 2 or 3 years. 

What is the plan of future construction work based on? Ob- 
viously* the least such a plan can be based on is the general per- 
spective of capital works development in the next years* As has 
been pointed out before* even the annual capital works plan cannot 
fully conform to the requirements of the national economic plan with- 
out determining the perspectives of the entire economy of the country 
far enough in advance* 

The objective characteristics of the reproduction of basic 
capital urgently demand the perspective planning of the entire na- 
tional ecoDcny not only for a 5 -year period but also* at least in 
general outline* for 10-15 years into the future* Following are 
the peculiar characteristics of basic capital reproduction which 
are reflected in the planning of capital works | 

1. Basic capital remains In service for many years. Thus 
the planning of capital works also includes* in general outline* a 
plan for tbs future exploitation of projects to be constructed in 
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conformity with the perspective requirements c f the national economy. 
The decisive element in this connection is the coordination of the 
capital works plan with the balance-sheet of productive capacities 
envisaged in the long-range perspective and based on perspective 
technical progress* 

2. The creation of basic capital ^ particularly of the mas- 

sive type, takes a long time. The x*k*nning of capital works, there- 
fore, also includes the planning of partial construction to be com- 
pleted by the end of given plan year; ana such planning can be done 
only on the of scientifically well— founded perspective plane 

for the development of the entire national economy and its leading 
branches • 

3 . Basic capital is characterized by its individual peculi- 
arities* Every new item of basic capital — not only in different 
industries but also in the same industry — has its own individual 
characteristics which should be taken Into account beforehand* 

The further industrialization of construction and the conversion 
to prefabricated production methods will bring about the steady 
replacement of many unique projects by standardized and inter- 
changeable projects* 

Tbs plan for preparing projects to be constructed In future 
years tends to prolong the period of time for which perspective 
plans of the development of the entire national economy are to be 
made with the aid of basic indexes* 

Zt was pointed out at the builders conference in 195 ^ that 
one of the principal conditions for the proper organisation of 
project-planning was the drawing up of plans or so- c al le d schemes 
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for the -territorial distribution of Industries over a long period 
of tine, approximately 5 years, and In some cases 10 years. 

It may be added, in tbis connection, that the territorial 
distribution schemes themselves should be coordinated with each 
other and should therefore be based an the perspective development 
of the national economy as a whole. 

The perspective plans of the development of the national 
economy are of prime importance in that they can reflect the re- 
quirements of the economic laws of socialism in the annual plans 
of basic capital reproduction. 

That does not mean, however, that the necessity for, and 
value of, the perspective plans are determined solely by the planning 
of basic capital reproduction. The necessity for rais in g the level 
of perspective planning is also dictated by the need for a scien- 
tific substantiation of the expanded reproduction plan fran another 
aspect, labor force, and trained specialists. The training of spe- 
cialists is not done all at once nor in one year} it takes into 
consideration the perspective utilisation of the cadres in the future 
To set up the right program for training qualified workers and spe- 
cialists, we must know where they will he required later, after a 
mmXmr of years, and what they may be called upon to do under the 

of advanced technology now introduced in all branches of 
the national economy. 

The coordination of a given object of capital investment 
with the at the national economy for basic capital reproduc- 

tion directly depends on the quality of the project -planning and 
budgeting. 
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A given volume of capital investments in an enterprise under 
construction , say 100 million rubles, as estimated in the budget, 
may not take into account the possible increase in productive ca- 
pacity attainable by the economical operations ana progressive im- 
provements in construction envisaged in the project. 

The better the construction methods applied to buildings and 
installations, the wider the use of progressive industrial methods 
of construction and the more advanced the equipment designed for 
the enterprises under construction, the more productive capacity 
and living floor space, etc, can be obtained, with the same volume 
of capital investments. 

The improvement in project planning is the best way of im- 
proving the efficiency of capital investments* 

Pointed out above were the requisites for selecting the 
necessary items for inclusion in the title list of projects as- 
sumed to be perfect fro- the viewpoint of capital investment ef- 
ficiency* These prerequisites, applying to the process of planning 
the capital investments for the projects under consideration, should 
new be augmented by the requisites for the planning of the projects 
themselves • 

They consist of the following; 

1« Assuring the highest possible level of economy in the 
exploitation of the future enterprise, road, dwelling houses, etc. 
This requires, first of all, that the construction of the object 
under consideration be carried out In keep ing with the latest tech- 
nology and with Its perspective development* 
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2. Assuring a maximum economy In the labor, material, and 
financial resources required for the construction of the planned 
project and the highest possible speed of construction. That calls 
for (a) eliminating any excesses in planned projects and budgets, 
excessive floor space in buildings and installations, inordinately 
large sites and communication facilities on them, extravagant archi- 
tectural finish on buildings and installations and superfluous num- 
bers of auxiliary and service buildings and installations, etc; 

(b) selecting the best materials designed to develop prefabricated 
methods of construction, and planning progressive expenditure norms 
of materials, machine -days and labor required for the construction 
of various elements of the planned buildings and installations. 

Both of the mentioned prerequisites for planning must be 
considered. The economy of the projects from the point of view of 
construction should not be achieved at the expense of their quality, 
durability, or economical exploitation . The rapid development of 
the heavy industry and the prospects for its further expansion make 
it possible to concentrate on the best project models available in 
the Soviet Union and the rest of the acrid. The economy in con- 
struction must supplement the economic exploitation Of the planned 
projects . 

Ar> asphalt road is cheaper to build than a concrete read. 

But, as H. 3. Khrushchev said, "an asphalt road is built for 10 years 
while a concrete road will last 100 years. We must concentrate on 
the development of the cement industry with a view to building con- 
crete roads . As the saying goes, we are not rich snorngh to afford 
— r construction. If the construction is costly, that is of high 
quality and durability, it will last long n* *«8 h foir J®** r ° r8 * t 
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when it was built” (H. S. Khrushchev, Q shirokaa vnedrenii Indus - 
trial’nyVb netodov, ulucbs^nii Kachestva 1 snishenii etoimosti 
stroitel^tva. page 4-3)* 

The further improvement of construction on the basis of 
advanced technology depends largely on the improvement of project 
and budget pla nnin g. 

There is one planning (including research) worker for every 
11 construction and installation workers in the USSR but the neces- 
sary facts and figures are frequently very late in reaching the 
construction sites, in complete, and of poor quality. 

In 1954 about 40$ of all the new above-limit construction 
projects included in the title lists were not backed by the re- 
quired planning documents. The situation in 1955 is not much better. 
A check on 95 construction projects of the ferrous metallurgical 
Industry made by the Industrial bank of the USSR disclosed that 274 
construction items in those projects had not been backed by ap- 
proved plans and budget estimates . 

And yet it is known that to prepare a veil-substantiated 
requisition for material and technical supplies for next year’s 
operations and construction blueprints , the builders must have a 
well-defined plan ready for June-July of the preceding year and 
the required technical documentation covering the operations of 
the plan year, by July-August, 

Project planning on a national economy or ministry scale is 
called upon to end the practice of planless and budgetless construc- 
tion. She systematic nature, rhythm, and accuracy stem from the 
corr e sponding characteristics of the project and budget deciaesnta- 
tion required for both the title Hat end actual construction work, 
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S* prerequisites for project planning can be met more fully 
under conditions of standard project planning. 

The large-scale development of duplicate and standard-project 
construction offers enormous possibilities for economizing on a na- 
tional scale both in project planning and in construction . 

The problem due for solution now is the achievement of a 
sharp increase in the relative share of standard and duplicate pro- 
ject construction. *he forced production of standardized and uni- 
form structural components and parts is an indispensable and in- 
tegral part of the entire process of industrializing construction. 

There are 1,100 project-planning organizations in the USSR. 

Of them 152 are partially employed in planning standardized projects. 

In housing construction, about 60 * of all houses are now 
built according to standardized plans. But that is still not enough. 
The situation in industrial construction is much worse. Only 12* 
of the total volume of industrial construction in 1953 was carried 
out according to standardized plans. The situation was not much 
better in 195 *. We must see to it that the bulk of industrial con- 
struction is carried out under standardized plans within 2-3 ysars. 

The qventity and nomenclature of available plans for stand- 
ardized project, are not in keeping with the growing dezmnds of in- 
dustrial construction. But there are many possibilities for intro- 
dudng duplicate and standard-type projects on a large scale. The 
plan8 f0 r 600 individual production shape of the machine-b uilding 
industry drafted by the Oiprotyarf-ash, th. Qiproavtotr-ctoropron, 
amd other organi^ion. were reviewed by Oiproti. which found it PO« 
Bible to apply 26 inside clearance schsnee to all fioo shops without 
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adversely affecting the technological process or increasing the 
cost of construction. 

In their 23 August 1955 decision the TsK KPSS and the Cofundl 
of Ministers USSR laid particular stress on that the interests of 
construction industrialization call for better project planning, 
increasing standardization of project planning, and the use of 
standard structural components and parts. Xt has been decided that, 
beginning in 1956 (in the earthquake areas , in 1957 ) ; the construe- 
tion of new houses, schools, general hospitals, children 's institu- 
tions, movie houses, clubs, stores, dining halls, bath houses, 
laundries, rest hones - sanatoria, and technical and trade schools 
must be carried out according to standardized plans. Nonstandard 
projects vill be allowed only in certain cases, ^he construction 
of industrial buildings and installations, transportation and agri- 
cultural projects, as specified in a special list, will also be 
subject to standardized planning. 

The introduction of the construction of standardized projects 
vill it possible to change from the present 3 -stage nerthod of 

planning to a 2-stage method without any technical project plan or 
budget. This is of no little importance for the construction busi- 
ness. Far example, the project specifications for an electric power 
plant could be reduced by 1,800 pages of text and b >30 blueprint 
sheets under the 2 -stage project -planning method. The planning 
time and costs of such specifications could be reduced accordingly. 

Otoe of the biggest shortcomings is the low quality of project 
and budget planning* This drawback was sharply criticised by the 
AU-Ohlon builders conference. 
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Until recently, the poor quality of project and budget plan- 
ning was due to the fact that obsolete and exaggerated standard 
specifications had to be used for such planning. The standard norms 
and regulations (SH and H) introduced on 1 January 1955, reflect 
the latest technical policy of the CP and government on construction. 
The construction norms and regulations are divided into t parts: 
part I, construction materials, structural components and partsj 
(part H, standards of construction planning; part III, regulations 
governing construction and acceptance of finished construction Jobs, 
and part IV, budgetary appropriation norms for construction work. 

The budgetary norms indicated in Part IV have been worked 
out to replace the now obsolete handbooks of expanded norms pub- 
lished during 1935-19^5 and used until recently. To get an idea 
of how far construction technology has advanced, suffice it to point 
out that about l/ 2 of the budgetary norms have been replaced by new 
ones since they apply to construction designs not envisaged in re- 
cant handbooks of expanded budgetary noma- 

The new budgetary norma are used for calculating uniform unit 
coeta for different areas and determining general budgetary cost in- 
dexes (per one cubic meter of building space, one kHowrter of road, 
etc)* 

All that creates exceptionally favorable conditions for rais- 
ing the level and increasing the speed of project planning, improving 
the qwOity of the plena end budgets, improving the orgnnination of 
work and self-supporting operations in construction sad eahsadng 
the role of the financial organs in the performance control of the 
pUuuio 
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The plan for the development of the construction industry 
is not merely a plan for the distribution of construction and in- 
stallation v/ork among the builders • It exerts an active recipro- 
cal influence an the planning of capital works 7 namely: 

1. She capital works plan must be further elaborated and 
corrected should the actual possibilities for the development of 
the construction industry during the plan period turn out differ- 
ent than those required to secure the planned volume and structure 
of the capital investments, 

2. The progressive changes envisaged in the construction and 
allied industries may force a revision of certain obsolete projects 
and budgets and corresponding changes in the entire capital invest- 
ments plan. 

3* The plan for the long range development of the construc- 
tion over several years directly affects the planning of construc- 
tion for future years and, through it also., the capital works plans* 

CHAPTER VI* PERFORMANCE CONTROL 
OF THE CAPITAL WORKS PLAH 

Planning does not end but only begins with the drawing up of 
a plan. Planning includes effective control over the performance 
of the plan and the struggle for its realization* 

The performance control of the capital w or ks plan has cer- 
tain peculiar characteristics . These stem from the fact that capi- 
tal construction goes through a long production cycle* In most of 
the industries it la, as a rule, possible to Judge plan realisation 
by current cc—nodity output. In construction, on the other hand, 
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it ia impossible to wait for the completion of a particular project 
is order to judge the work of the construction organization in view 
of the lengthy production cycle usually lasting more than a year. 
Besides, the nature of the work changes at the different stages of 
the construction of the same project. Hence the need for a syste- 
matic spot control over the performance of every construction or- 
ganization engaged in the simultaneous construction of various 
projects. The average figures on the volume of investments, though 
important for accounting purposes, are quite inadequate for Judging 
the construction process. A concrete analysis of the operations on 
the construction site is necessary for the prevention and timely 
elimination of the shortcoming in con struct ion . 

The perfonaunc e control of the capital works plan must take 
into account all the quantitative and qualitative indexes applying 
to the volume and nature of the operations; the introduction of new 
projects, the reduction of material expenditures per unit of work; 
the imp lenient it ion of the plan for higher labor productivity, lower 
construction cost and the plan for securing the necessary material 
and technical supplies. 

The control over the implementation of the plan focuses spe- 
cial attention on the projects to be ccranissiomed. Effective control 
over the timely coaalsslanlng of completed projects encourages a bet- 
ter organisation of all the plan -specified work and the concentration 
of facilities on projects that can be turned fron potential into 
productive basic capital in the shortest possible time* 

Her should the creation of a standby material stockpile in 
construction be left out of control, ^he problem is to coordinate 
the introduction of new basic capital with the planned tolem of 
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vork on projects whose construction will continue into the next year. 
ThiB can he achieved only by a smooth organization of vork. 

That is why the successful outcome of the control over the 
plan depends largely on when such control van initiated. She first 
object of the control over the capital works plan is to ascertain 
how soon the state capital works plan was distributed to the minis- 
tries, departments, and councils of ministers of the union republics 
and to the various construction organizations. The rhythmic opera- 
tions facilitating the fulfillment and overfulfilment of all the 
quotas under the capital works plan depend to a large extent on the 
itemized lists of construction objects, on the proper priority order 
of work and material expenditure and on the elimination of delays 
in construction • 

Thus the Ministry of the Lumber industry USSB fixed the annual 
volume of the capital works plan for most of its construction pro- 
jects at only 5-12* of the construction budget. This prolonged the 
construction of industrial logging camps to 8-15 years instead of 
the 1-3 years required to complete those enterprises. If the control 
of that ministry's capital works plan began with the distribution 
of facilities among the logging camps under construction, instead 
«f the results of the annual operations carried out by the const ruc- 
tion organizations , such mismanagement would have been corrected 
long Ago. 

Effective control over the implementation of the capital wort® 
pi®, is facilitated by the monthly operation plans of the construc- 
ti« administrations . Th«,« plans are worked out according to in- 
fractions from the trust and are approved by ttasu state capi- 

ta works plan is express* in concrete terms in the monthly plans. 
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Control over the implementation of the monthly plan therefore amounts 
to controlling the entire state plan as it applies to a particular 
construction organization and a particular month. 

The accounting and statistical system is adjusted to the 
system of annual plans with their quarterly breakdowns and to the 
operational quarterly and monthly plans. The ministries and planning 
organizations of the union republics and the central state planning 
organisations are able to Judge the implementation of state quotas 
by the total figures contained in statements of operations. 

The effective control over the implementation of the plan* 
however, calls for on analysis of the reasons for any departure 
from the plan. The over-all figures merely show a departure from 
the plan and, at beat, indicate only general reasons for it (for 
example, the introduction of new projects by such and such organiza- 
tions is not being realized due to the failure to receive such and 
such equipment, etc). 

General information is not enough to determine what measures 
should be taken. What is needed for that is additional information 
frou the spot which cen help to ascertain the reasons for any de- 
partures from the plan. The best decision, however, can be reached 
only after a spot analysis, at the construction project, of the 
hindrances to the normal construction process of any important pro- 
ject. 

The purpose of plan control is also to propagate such new 
progressive methods of oor&uilzatlan sad construction technology as 
would help the w or kers to successfully cope with t heir teak s 

sad fulfill and overfulfill their construction plans. Progressive 
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construction methods can be introduced only after a thorough study 
of the if*»**« g experience and the intense organizational work at 
the construction sites designed to popularise advanced experience 
and implement certain specific measures has been made. 

It should be emphasized that under modern production condi- 
tions the successful solution of the problem of speeding up construe < 
tion and reducing its cost can be achieved through a system of com- 
plex measures based on the peculiar features of a particular con- 
struction project , construction labor force, available machinery, 
etc. 

The excellent results achieved by the leading organizations 
are due precisely to their observance of a rigid regime in the or- 
ganization of construction and a well thought out production chart 
prepared in great detail for all their subdivisions. 

This is what was reported In the press about the experience 
of the Dzerzhinskiy trust which built and casamisoioned a powerful 
furnace with all the numerous objects that go with it in 8 earths. 

All the construction work was supervised by a "staff” whose 
chief, the head of the complex brigades, was responsible for all 
the work regardless of where and by what organiza t ion It was per- 
formed. Thus the administration of the entire work con® lex was not 
confined within the usual production -administration framework (con- 
struction administration, construction sector, etc). Subordinated 
lBaedlately to the "staff,” in the techno lo gica l field, were all 
the operations* the general construction carried out by general 
contractors | the specialised Jobs performed by sore then 20 spe- 
cialised subcontractors sod, very iwportsiit, by the client's or- 
gsalsations, that is, the m e tallu rgical enterprises. 
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The orgau izatiou of work provided for the maximum supplies 
of mechanisms and required construction materials to the construc- 
tion organizations, and the production charts provided for the co- 
ordination of the work of all com struct ion and specialized organiza- 
tions . Such coordination was maintained when the work was concen- 
trated on the blast furnace itself and also when it was done out- 
side the construction premises . 

When the preparations for construction were still under way, 
a special priority chart for the production and delivery of the re- 
quired metal products was drawn up by the Dzerzhinskiy trust to- 
gether with the supplier plants. Participating in the drawing up 
of the consolidated chart were all the specialized organizations, 
and that prevented any possible miscalculations, errors, and lack 
of coordination. 

Following their approval by the managing trust, the weekly 
and daily production charts acquired the force of an immutable law 
for all the participants in the blast furnace construction* Per- 
formance control was exercised by a staff of dispatchers* 

New and progressive installation methods were used from the 
very begi n n in g of the construction* The metal parts were Installed 
only in the shape of large components weighing up to 40 t. 

Several changes designed to Improve the production and In- 
stallation of structural components were introduced by the builders 
during the work* The successful operational changes made In the 
project were largely facilitated by the permanent presence of the 
chief engineer s who helped to work out the various rationalisation 
pr oposals and w ad e the necessary corrections in the blueprints during 
cons t r u c ti on. 
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All-purpose, complex, and self-eupporting Installation 
brigades were organised on the contraction site. Sac* one of then 
«as detailed to do a specific job. For example, Karpov's brigade 
«»d 2 team leaders, %1'chenko and Dekopol'tsev, were detailed to 
assemble 1,410 t of structural parts of the furnace itself. That 
assignment was completed In 75 days, and volume of work amounted 

to almost 3 million rubles. The labor output was almost double 
the normal rate. 

To disseminate suck construction experience, it is not enough 
to possess only general information about the achievements of a 
leading construction organization. A system of exchanging experi- 
ence should be set up and measures designed to make the slow con- 
struction projects catch up with the advanced ones should be adopted. 
She successful operations on the construction sites depend also on 
the utilization of all available possibilities for proving the 
work or the construction organizations . 

One Important aspect of the control over the capital works 
Plan is the control over the quality of the work performed by the 
construction organizations . 

The KP and the government desand that an end be put to the 
vicious practice of accepting and coraaissicoing unfinished end 

Poorly constructed Objects. Those guilty of such violations will 
be called to account* 

*bo aysteB of bonus payment* for coeBlsslonlng apartment 
hOU ~“ “ d buildings has been changed to encourage the 

•truggla for high construction quality. If a collated project Is 
rrted "good," it calls for the usual bonus, if the rating is 
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..^eeilexrt" the bonus Is Increased by 25*. A "satisfactory" rating 
reduces the bonus by 23 $* 

An important part in the control over the implementation of 
the capital works plan, in regard to the volume of operations and 
reduction of consrruction cost, is P iayd by the special long-term 
credit hanks such as the Prcmbank, Sel'khozbank, Torgbank, and Ise- 
kombank. Through their local branches they exercise effective con- 
trol over construction costs* they have every possibility for exer- 
cising control over the construction on the spot. 

The KP and trade union organizations bear great responsibility 
for the construction projects. *he individual characteristics of 
every construction project, the continuous changes in the nature 
of the work made on the spot and the complications involved in co- 
ordinating the work of various construction teams call for more and 
better work with the masses, for organizing socialist competition 
and exchanging experience# 

The KP organizations head the mass moveaent of the construc- 
tion worker* for the timely fulfillment of their planned quotas and 
help in disseminating the leading workers* experience. 

Performance control over the capital works plan includes the 
careful collection and equalization of information on the neces- 
sary changes in the organization of construction, that is, the 
necessary changes In the size, number, and location of the construc- 
tion or&mlsatlons) on the neee-s-sy changes in the system of mutual 
relations between contractors and clients, construction organize- 
tiros and financial organa, «tc* 
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roll curing period. The figures obtained In the process of control* 
ling the capital works plan, both general figures and those apply- 
ing to Individual construction organisations and projects, are very 
useful for substantiating every aspect of the capital works plan for 
the next period. 

The capital works plan is substantiated almost entirely by 
progressive construction norms: progressive utilisation norms of 
productive capacities (balance sheets of productive capacities and 
equipment); progressive utilization norms of materials (balance 
sheets of metal, lumber, wall-making materials, etc); and progressive 
norms of labor utilization (balance sheet of labor forces). Pro- 
gressive output norms are those approximating the best results al- 
ready attained by the loading workers in constructions. 

The i nf ormation obtained in the course of the plan control 
is important for drafting the next plan also because the latter is 
usually drawn up long before the current plan is completed. Hence 
the necessity of using the mentioned information for determining 
the so-called "expected realization" of the current plan. 

Finally, performance control of the plan is highly important 
for discovering the shortcomings in the planning of capital works* 

It shows where the blunders have been made in the planning, and by 
whan. The info rmat ion obtained during plan control also serves to 
taprove the met h odo lo gy of capital works planning. 

All the p l a nning , financial and statistical organs and KP 
and public organisations are duty bound to exercise co ncr e t e mn * 
effective control over the perfoomnce of the capital works plan 
on the construction sites. 
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At the same time, the successful realization of the capital 
investments plan calls for a systematic analysis of the process of 
its implementation in general terms, on a national economy scale. 

The realization of the capital investments plan must be assured not 
only by the efficient vork of the construction organizations but 
also by the timely delivery of all the required equipment and con- 
struction materials j by heavy industry's successful solution of the 
problems connected with the technical progress in construction, and 
by training qualified construction cadres on time, etc. The early 
discovery erf the causes hindering the fulfillment of the capital 
works plan and disrupting the plan for basic capital reproduction 
is a problem calling for the performance control of the plan on a 
national e con any scale. 

The grandiose problems of communist construction facing the 
Soviet people during the Sixth Five-Year Plan call for the speediest 
elimination of the shortcomings in construction, capital works plan- 
ning, project planning, and in the system of financing the plan ana 
controlling how it is carried out. 

Paralleling the further expansion of the entire national 
economy is the rising efficiency in planning the reproduction of 
basic capital In the socialist national economy of the USSR. 
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